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ABSTRACT 

This guide is designed to assist fifth and sixth 
grade teachers who are basically following the New York State 
curricula. While an effort has been made to include ideas for 
teaching every concept found in the state's outline, additional 
concepts have been included for the benefit of those who might go 
beyond the outline, and lor teachers in other states. The ideas are 
not presented as fully developed lesson plans; it is up to teachers 
to completa the plans to fit their environment. The material is 
divided into the following ma^or categories: the problem of scarcity; 
making choices; factors of production; specialization, division of 
labor, and productivity; economic systems; money and banking; 
economic growth and development; international economics; and 
economic problems, including pollution, conservation, energy, labor 
and employment, unemployment and poverty, the economics of crime, and 
the .arm problem. Each section begins with a brief discussion of the 
major economic concepts to be taught. Some sections contain lists of 
books, audio-visual material, computer software, and teaching guides 
useful in economics education. A 33-item bibliography of sources for 
the teaching of economics in the intermediate grades is included. 
(GEA) 
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IDEAS ;0R TEACHING ECONOMICS IN GRADES FIVE & SIX 
Introduction A Note to the Teacher 

The purpose of this guide is to assist fifth and sixth grade teachers 
who are basically following the New Yo^k State curricula. An effort has 
been made to include ideas for teaching every .concept found in the State's 
outline. However, some additional concepts have been included for the benefit 
of those who might wisl to co beyond the outline, and for teachers in other 
states . 

Most of the ideas for activities and assignments have been "classroom 
tested." Indeed, most come from teachers who have taught in grades five or 
six. The ideas are not presented in the form of ft developed lesson plans. 
They take a variety of for^is, ranging from "snippets" that can be incorporated 
into a portion of a daily lesson to projects that require several days to com- 
plete. The basic ideas ar r : set forth briefly, so that the teacher can adapt 
them to a given classroom situation. That is, it is up to you to flesh them 
out. It is unlikely that any teacher will be able to use all of these sug- 
gested activities. Some are very simple, and would be suitable for students 
whose academic abilities are modest. A few may be complex and night best be 
used with pupils who are highly motivated and academically strong. Of course, 
you can modify any of the activities to suit your class or (in some cases) an 
individual student. 

Major categories have been established for purposes of organizing the 
material, categories such as Making Choices and Money and Banking . Economic 
concepts relating to these categories are then underlined to enable you to 
locate a suggested activity relating to that concept without reading the whole 
page or paragraph. No effort has been made to soecify the grade level for 
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vach suggested activity. You can decide whether a particular idea is suit- 
able for grade five or six, based uoon the curriculum you are following or 
upon your own ^oals and objectives. 

Each section begins with a brief discussion of the major economic con- 
cepts dealt with in that section. This is primarily for th? benefit of the 
teacher who might be teachinc economics for the tirst time or might need some 
'brushing up" on economic princiDles. The definitions are brief and simple. 
Those who feel the need for a more detailed explanation of any concept can 
consult a standard economics textbook or economics dictionary. 

From time to time, you will find lists of books, audio-visual material 
computer software, and teaching guides th?t might be of use in your teaching 
of economics. These lists are not exhaustive — they often represent only a 
fraction of the items available. (Where prices a^e given, the prices were 
those in existence at the time this guide was being written. They are subject 
to change.) 

Finally, the suggested ideas in this guide are only a few of the many 
strategies used by creative teachers. You may have better or newer ideas of 
your own. If so, we urge you to share them with others by submitting them to 
one of the annual awards programs for the teaching of economics. For infor- 
mation on the National Awards Program for the Teaching of Economics write to 
the Joint Council on Economic Education, 2 Park Ave., New York, N.Y. 10016. 
For information on the New York State program, write the New York State 
Council on Economic Education, Russell Sage Col.ege, Troy, N.Y. 12180. You 
may win up to $1000 in each program (the same project can be submitted to 
both programs), and the winning entries are usually published. 

Good luck V) your teaching of economics! 
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IDEAS FOR TEACHING ECONOMICS IX GRADES FIVE & SIX 



Getting Started -- the Problem of Scarcity 

Scarcity \he fact that there are too few resources to provide people 
with all of their w ants -- is the basic problem of economics. It affects 
practically everv individual, family, community, and society. Thus, the 
concept of sciacity should be the first subject caught in an economics 
program. Even if the students were introduced to the problem in earlier 
grades, it is important to review this problem. Some specific ideas for 
teaching this concept are as follows . 

<ff Ask the students to list all of the things they would like to have. 
After the/ have completed their "Wants List", have them count the 
number ol items. Devote a fev T minutes to discussing the kinds of 
things on the lists and the numbers of items. Now tell the pupils 
to go back over their lists and co put a check mark before the items 
that they could actually have right now. Ask the class why they can't 
have everything they want. The tvpical answer will be "Not enough 
money." Now explain tnat they all have the problem of scarcity , and 
write a definition of scarcity on the chalkboard. 

*?f Ask the class to identify other areas in which scarcity exists. ("Can 
you think of other situations in which people want things bu~ can't 
have them because their resources are too scarce?") Start with the 
school itself. Would ti,ey like to have a larger playground, a swim- 
ming pool, more athletic equipment, a better cafeteria? Discuss the 
reasons why it is impossible to have all of these things. 

Give an assignment in which the students are required to identify 
scarcity problems in their communities, tovns, cities, counties, state, 
or nation. They may ask their parents or other adults, or they may 
look for articles in newspapers that show the problem of scarcity. For 
example, a local paper might report a shortage of police officers, a 
housing problem, the need for better health care facilities, etc. 

^ Create a situation in the classroom in which a scarcity problem becomes 
very evident. For example, you are going to make posters and need 
marking pens, bat you have only six pens. Ask the students: "Who would 
like to have a marking pen?" There will be a scarcity of pens, ^his 
can lead to a discussion of how to deal with the problem. List the sug- 
gestions students give for allocating the marking pens. Examples might 
be: "First come, first served . "(Tradi t lonal approach.) "Let the teacher 
decide." (Authoritarian approach.) "Let's discuss it and vote on it." 
(Democratic approach.) "Students should do something to earn the pens 
or be able to pay for them" (Market approach.) "Let's fi^ht for them." 
(Might makes right -- an irrational approach, but one that reflects much 
of what happens in the world as nations contend for the earth's scarce 
resources.) A discussion of tuesc responses can dramatize the scarcity 
problem and the difficulties we have in allocat ing scarce resources . 
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^ To show that scarcity is a wor ldwide problem, examine the situations 
in otner countries. You might start by asking the students to explain 
the significance of the popular song "We Are the World." Pictures that 
show the famine in oarts of Africa, and extreme poverty in Asia and 
Latin America ^an be displayed. Assign students to select a country 
in which they are interested, do some library research, and find out 
how that countr\ is affected by scarcity. Perhaps students whose par- 
ents or older siblings have vis .ted other parts of the world can inter- 
view them to leat r about scarcity elsewhere. 

Making Choices 

Because we can't have everything we want, we must make choices. Indeed, 
economics is sometimes defined as "the science of making choices." It is 
also defined as "the study of how we allocate scarce resources in try- 
ing to satisfy our wants." Another definition is: "The study of how 
goods and services are produced, distributed, and consumed." Many im- 
portant economic concepts are related to choice-making . 

We all have needs and wants . To heip children with their own choice- 
making, many teachers return to the list of wants that was written 
by each student in the first activity suggested under "Scarcity." Now 
the pupils can be asked to identify the wants that are really needs 
(things that are absolutely necessary, such as food, clothing, shelter, 
and medical nare). Use the word w ants to refer to things that are nice 
to have, but not absolutely necessary (candy, roller skates, games, and 
the like). You might arrange a bulletin board display of pictures of 
typical needs and wants, with a line down the middle to separate the 
two categories of goods a^d servicers. Have a class discussion of the 
needs and wants, and set priorities. Pupils can be asked to rank their 
lists from most important to least important. (Note that a particular 
item can be a n*»ed for one person but a luxury item, or a "want", for 
another. Ask students to give examples. For instance, a child with a 
paper route might need a bicycle, but for others the bicycle is a want.) 

*n After learning to distinguish between needs and wants, the students must 
learn the opportunity cost principle (also called real cost ) . This is 
one of the most important concepts in economics. The opportunity cost 
is what we sacrifice when we choose one thing instead of a desirable 
alternative. Example: Jim would like to have an audio-tape that costs 
$8.00. He would also like to have a baseball cap that costs $8.00. He 
has only $^.00 *;o snend, so he can't have both items. If he chooses 
the cap, the real cost 13 the sacrifice of the audio-tase. After ex- 
plaining this principle to the class, a^ the students to describe situ- 
ations in which they have had to make such choices, and to identify the 
real, or opportunity, costs that were involved. 

U As an ass igninenr , have the students look for situations in which the 

opportunity » ost principle is involved. These can be familv experiences, 
community problems, or national issues. Examples: (1) Our familv wanted 
new furniture, but also wanted to take a vacation trip that would cost 
about the same as the furniture. (2) There was a vacant lot in our 
village in the downtown area* A gioup of parents wanted the lot to be 
made into a park and playground, but business people wanted it to be a 
public parking lot. (3) The president wants to build an oil pipe line in 
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ci wilderness area, but environmentalists are fighting to keep this 
area as a wild life preserve. Students should be asked to identify 
the opportunity costs in each situation. You might want to have a 
contest to see which student can find the greatest number of situa- 
tions . 

U Closely related to the principle of opportunity costs is the idea of 
trade-offs . A trade-off situation exists when vou must give up a 
portion of one thing in order to have more of something else. For 
example, Erica enjoys watching several TV programs in the late after- 
noons and early evenings. She wants a newspaper delivery route, how- 
ever, to earn money to buy a new tape recorder. She will have to 
trade-off some of her TV time to have the paper route. Introduce 
the class to the concept of trade-offs and have them identify experi- 
ences of their own that have involved trade-offs. 

^ Try to obtain the film series Trade-offs and show one or more oi the 
films. These 20-minute films are aimed at children in the nine-to- 
thirteen year-old range. They are available as videocassettes or as 
16-mm films. For inf ormat ion on pr ice write the Agency for Instruction- 
Technology, Box A., Bloomington, IN 47602-0120. (You might be able to 
borrow some of the films from a center or council on economic educa- 
tion in your state.) 

<U Have the students review the "Wants Lists" they developed earlier. 

Ask them to develop priorities. Which of the items are most important 
to them? Introduce the concept of utility . Which ones would be most 
useful (provide the greatest utility) and give them the greatest 
satisfaction? !Ihich ones would they be willing to trade-off in order 
to have more of some others? 

<fl Go beyond thv. personal level and discuss trade-offs that must be made 
by schools, busiress firms, communities, states, and nations. For ex- 
ample, a school might decide to buy less athletic equipment to have 
more computers. A community with a rising crime rate might decide to 
reduce the nur ber of fire fighters to have more police officers. You 
can ask the class to discuss the choices that are being made, whether 
or not they agree with those choices, and why. 

<fl Discuss some national {or international) problems that involve trade - 
offs . For example, have pupils interview their parents to learn 
about the energy crises of a few years ago. As oil and gas became so 
expensive, what kinds of trade-offs did people have to make? (They 
did l6ss driving, bought smaller cars, insulated their houses, set 
the thermostats lower, etc.) To increase our energy supplies, or to 
conserve existing sources, many trade-offs became necessary. Some of 
our explorations for more oil and gas damaged the environment — we 
traded a clean environment for more energy. 

H Set up rol e-playing situations involving dec is ion-matting and trade - 
offs . For example, some students play the roles of citizens who are 
concerned because a factory in the town is polluting tho air and the 
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nearby river. Some want the factory to be shut down; otners demand 
it be required to install pollution-control devices. Some pupils can 
act as factory employees who will lose their jobs if the factor^ must 
close down. One student can represent the factory's owners, who say 
that the pollution-control devices will raise production costs and 
thus force them to raise the price of rheir product. A few pupils can 
act as small business owners who rely upon the factory or its workeis 
for the ir incomes . One or two youngsters should represent the town 
government, which will be concerned about losing the taxes the company 
pays, and losing an important part of the community's economic base. 
(Be sure to establish rules of conduct for the debates and discussions 
that will occur. Experience shows that the children can become very 
emotional during these sessions.) The class may not achieve an agree- 
ment on how to solve the problem, but they should learn that there 
are trade-offs in these matters, that pub lie pol icy-making is complex , 
that everyone has a right to be heard, and that compromise is usually 
necessary . 

^ Teach the students how to use the decision-making grid when they have 
to make choices that involve trade-off s . An example of a simple grid 
f ol lows : 



ALTERNATIVES 


CRITERIA 


Income 


Popularity 


Pleasure 


Safety 


Grades 


Study 


0 


0 






+ 


Paper 
route 


+ 


0 








Football 
prac 1 3 ce 




4 


+ 







Prob lem s i t u a t i on : Jack has 2 hours after school, and is trying to de- 
cide how to use this :u,.e. He is considering three alternatives: (1) He 
could study for 2 hours to inorove his grades; (2) he could take a paper 
route to earn money; (3) he could go to football cractice in the hope of 
making the school teem. He establishes 5 criteria, based uDon his short- 
term goals and values. How would each alternative affect each of the 
criteria? The symbol +■ means that the effect would be positive; the sym- 
bol - means negative; the symbol 0 means that there will be no effect. 
(A question mark can be used if he is uncertain about any item.) Study 
will have no effect on his immediate income or his popularity with his 
peers, so he places the 0 under these headings. Studying will reduce 
pleasure v so the - sign goes here. He will be safer when studvmg, so 
a + goes under "Safety. 1 * His grades will improve, so a + goes here. The 
paper route will increase his income, have no effect on his popularity, 
reduce his pleasure, be somewhat unsafe, and probably cause his grades to 
drop. (Note that 3ome of the conclusions are debatable.) If he opts for 
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football practice, the effect on income is negative because he has 
to buy a helmet and other equipment. He thinks that he will become 
more popular wich his peers, however, so he puts the plus sign in 
the "Popularity" column. He enjoys football, so there ir a plus 
under the "Pleasure" heading. Football is dangerous, so there is 
a minus sign under "Safety." He fearr that his grades will decline 
further if he concentrates on sports, so the - sign goes here. Jack 
now has a systematic way of examining the probable results of the 
various alternatives. The grid can't make the decision for him, 
but at least he will be able to make an informed decision. For more 
details on using this grid, see Teaching Strategies: Consumer Eco- 
nomics (Secondary) by Robert Ristau, et. al. (New York: Joint 
Council on Economic Education, 1985) pp. 4-8. Use the blank grid 
below, or develop your own version. Note that students faced with 
similar problems may list different alternatives and have different 
criteria; thus the grid can be individualized and personalized. 



ALTERNATIVES 


CRITERIA 





















































































Symbols : ++ Very positive effect on the criterion. 

+ Positive effect on the criterion. 

- Negative affect on the criterion. 

— Very negative effect on the criterion. 

0 No effect. 

? Effect is uncertain . 

STATEMENT OF THE PROBLEM OR SITUATION: 



PERSON OR PERSONS INVOLVED: 
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^ You can tea:h some consumer economics by asking the students to pre- 
pare imaginary family budgets. Tell them that they have a specific 
number of^ dollars available and that they have to plan a family budget 
for one month. They must distinguish between the family's needs and 
wants , establish priorities, and deride what to trade e^. They can 
do this as an individual assignment, or you can have them work in pairs 
or as teams. Some teachers have girl/boy teams acting as married 
couples. Some give this assignment every month, but introduce new 
problems and situations that the consuirer must face. The problems 
can be written on index cards, placed in a stack, and drawn at random. 
They can include such things as an automobile accident, an illness in 
the family, the need for emergency plumbing repairs, or other events 
thaL will cost money and force the students to revise their budgets. 
To make it more interesting, include some cards with positive events, 
such as an unexpected tax refund or a bonus from an employer. 



The Factors o Production 

The i nputs or factors of production are the things that go into an enter- 
pr se to create the outputs of goods and services. They are: (1) natural 
resources , such r.s soil, water, minerals, and timber ~ things provided 
by nature (sometimes simply cal\ed "land"); (2) labor , or all productive 
human effort, ranging from unskilled workers to intellectuals with Ph.D. 
degrees; (3) capital , which is human-made goods used to produce other 
goods and services (tools, machines, trucks, equipment, mines, factories, 
and office buildings are examples of capital); and (4) enterprise , repre- 
sented by the people who assume the risks and responsibilities of starting 
a business and bringing the other three factors together. A nation's 
standard of living depends largely on the quantity and quality of these 
factors of production, and the efficiency with which they are employed. 
These are the elements in our economy that are working to deal with the 
problem of scarcity. 

<H List the f actors of production on the chalk board with simple definitions. 
Ask the students to give examples of e--h. As an assignment, ask them 
to identify examples of the factors of production in their own communi- 
ties. They can include members of their own families, or things in 
their own homes. (For example, mother is an accountant who helps peopie 
with tneir taxes. She can be called part of our labor force, even if 
she is self-employed; but she might, also be an entrepreneur if she runs 
her ov<n business. Her typewriter, calculator, and personal computer 
constitute capital equipment.) Have pupils briefly report the results 
of their surveys to the class, and open a discussion of those results. 
Note that an itsm that is a consumer good for one person can be a capital 
item for another. For examDle, Jim's wagon is used only for pleasure, so 
it is a consumer good; Jane's wagon is used to deliver papers, so it is a 
capital item for her. 

^ Arrange a bulletin-board display of the factors of production . Have the 
students bring in pictures of workers (be sure to include those who pro- 
duce services, such as nurses and singers, as well as those who produce 
goods), natural resources, capital goods, and entrepreneurs. Students 
mignt also draw pictures of the various factors of production. 
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11 Study a particular business or project in your ar^a, and have the 
pupils identify the factors of production being used there. For ex- 
ample, if a house or otheiT building is being constructed nearDy, visit 
the site (oc ask students to try to visit it) and note how labor, raw 
materials, and capital goods are being brought together to create the 
building. Discuss the observations in class, and ask the students to 
try to explain how enterprise contributes to the project. Students with 
cameras might take photographs that you can display in the classroom. 

*ff For a somewnat challen^i^ assignment, have the students consider their 
own career plans . What v they \ nt to be when they grow up? Will 
they be considered labo"? Will they be entrepreneurs? Both, perhaps? 
How will they relate to thv? factors of production ? For example, a 
pupil who wai\:s to be a farmer or to work in a wild-life park will be 
directly involved with natural resources, but will also use capital 
items such as trucks, tractors, and various too?s. A carpenter will 
use capital items (saws, hammers, drills, etc.) and natural resources 
( ood and water), and may rely upon entrepreneurs who create the bus- 
inesses or projects that require his or her services. 

SI When studying other parts cf the world, have students select nations 
that interest them and learn how the factors of pro l uct ion are used in 
those nations. What natural resources does the nation have? Does it 
have a large labor force? Does it have the kind of sophisticated 
capital equipment found in the United States, Canada, Japan, and other 
advanced industrial nations? Pictures of conditions in other lands 
can be displayed in the classroom. For example, magazine pictures cf 
workers in China doing things that are normally '^ne by machines in 
the United States can be used to initiate a discussion of how the 
factors of production are used in different countries. (Ask such ques- 
tions as: "Does this help to explain why Americans have a higher level 
of living? Why?") 

Consider the possibility of a classroom company . (This will be 
discussed in more detail later.) Tell the students that you are think- 
ing of establishing an enterprise in the classroom. What goods or 
services would they want to produce? What factors of production would 
they need? How would they be used? 

% If you are also teaching history , ask the students to note the roles 
played by the factors, of production in our nation's development. Why 
were natural resources important? Why is it important to conserve 
our natural resources? How did labor help to build America? How did 
capital help bring about economic growth? (Perhaps the railroads are 
the best example of how a capital item helped our economy to grow.) 

^ Ask the students to identify the ways in which they and their families 
' :e the various factors £f production . What labor do they use, such 
as electricians, plumbers, and painters? What capital items exist in 
or abound the home? (Note that a privately owned house is considered 
to be a capital item.) What natural resources do they use? How do 
they rely upon entrepreneurs? 
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Specialization, Division of Labor, and Productivity 

To help cope with thi problem of scarcity , people should find ways of 
increasing prod^y * * vity the amount of output we get from a given 
unit of input. Productivity is often measured in terms of the amount (or 
money value) of output obtained from one unit of labor, such as an hour 
cf labor. If a worKer produced 10 gadgets last year, but turns out 12 
gadgets per hour this year, that worker's productivity has increased by 
20 percent. We can increase productivity by using more and better capital 
equipment, training and educating our workers, keeping worker morale high, 
and employing efficient management techniques. Special ization and division 
of labor have increased productivity. A person who tries to do everything 
himself/herself w ; ll often do everything inefficiently. It is better o 
specialize, learning to do one task (or a few things) very well, while 
ot* s specialize in different tasks. Thus, we become more productive, 
and we can produce enough to meet our own needs as well as a surplus that 
we can trade for the surplus production of other specialists. Also, by 
dividing a task into several parts (division of labor) *e can often in- 
crease the quantity and quality of our output. Each part can be com- 
pleted by someone trained to specialize in that function. 

U Explain the meaning of specialization , and ask the students to list the 
specialists who work in (or for) the school. People in the offices 
specialize in typing, filing, operating office machines, etc. Admin- 
istrators specialize in school management. Some teachers specialize in 
one or a few subjects (physical education, art, music, etc.). Custodians 
specialize in repair and maintenance. You might compare the school with a 
one-room schoolhouse in which a single teacher was "the jack of all 
trades . " 

Ask students to interview their parents and relatives regarding their 
special izat ions . Tn what ways do they specialize in the home? On the 
job? How do they rely upon other specialists? (This introduces the 
concept of interdependence . ) 

U To show how specialization and division of labor increase produjtivity , 
conduct an experiment in the classroom. Tell the class that they are 
going to produce small note pads. Give each student a supply of plain 
white paper (letter size) and some paper clips. Demonstrate the steps 
they will take. These are: 

1. Fold the sheet of paper in half. 

2. Then fold it again, making sharp creases. 

3. Carefully tear the paper along the creases so that you have 
four small sheets of equal size. 

4. Assemble the four small sheets and attach them with a paper 
clip in one corner. 

5. Print the word "NOTES" or. the top of the first small sheet 

Have each pupil make one note pad to be sure they understand the pro- 
cedure. Now divide the class into two groups. Group #1, the "Controls," 
will work indpendently as individuals. That is, each child will do all 
of the five tasks needed to make the note pads. In group #2, the "Ex- 
perimentals , " the students will divide the work and specialize. They 
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ran form "production teams" of five students per team. One student in 
a team will specialize in Step #1; a second in Step #2, and so on. 
Assemblylines can be formed so that the work flows smoothly from one 
specialist to another. Give the students i couple of minutes to get 
organized and to practice their tasks; then set a time limit for the 
experiment (10 minutes, or so). They will start when you give them the 
signal to do so, and stop when you command them tc stop. Then count 
the output cf the two groups. Invariably, the "Exper imentals" will 
produce more note pads, and the pads will be of higher quality. 

You can carry this activity further and show the importance of capital . 
The capital goods will be scissors and a stapler. Let one of the work 
teams have these items, so that they can cut the sheets instead of tear- 
ing them, and use the stapler instead of paper clips to attach them. 
Now let this team "race" another team that does not have these tools. 
It should become clear that the introduction of better tools can in- 
crease productivity and result in a better product. (Do not let the 
paper used in these experiments go to waste. Collect the note pads 
and use them, or allow the students to use them.) 

T If you are going to establish a classroom business, use special ization 
and division of labor to produce goods or services. Many teachers 
have the students produce cookies. Such things as mixing the ingredi- 
ents and baking the cookies can create problems. To avoid this, buy 
boxes of plain vanilla wafers, jars of peanut butter, and jars of jam. 
The idea is to make "sandwich" type cookies, using these items. Place 
a supply of wafers on a tray, with the flat side up. With a table 
kniffey spread some peanut butter on each wafer. Then spread a little 
jam on top of the ueanut butter. Cover each with another wafer to 
create the finished "sandwich" cookie. If you did not use the experi- 
ment suggested immediately above to teach about specialization, you 
can conduct a similar experiment with the cookies. Have half the upils 
work independently, so that each child performs all of the steps. The 
others "ill specialize and divide the labor, and this will usually re- 
sult in groater output. 

U Arrange a visit to the school cafeteria, as part of a study of how 
specialization and divis ion of labor are used to produce meals. The 
students should observe the cafeteria workers in action, and interview 
them. Back in the classroom, discuss their findings and ask them to 
identify other specialists who helpeu r o provide the meals, directly 
or indirectly, ('^onsid^r the farmers who grew the crops or prov'ded 
meat and milk; food processing companies; truck drivers who delivered 
the food; government inspectors; dieticians who planned the meals; and 
others.) You can also review your study of the factors of production 
by asking the class to show how each factor was involved in providing 
them with neals. For variations of this activity, have the pupils 
describe the production of their Thanksgiving dinners or of some product 
that they own. (What specialists and what factors of production were 
used in producing your bicycle, your TV set, your shoes, your records 
and audio-tapes?) 

H Have each pupil select a business, an organization, or a profession 
that he or she finds interesting and learn how specialization , division 
of labor , and the factors of production are used therein. 
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<fl Ask the students to do library research to learn how Eli Whitney 
used specializatio n and division of labor when he developed the 
interchangeable parts system in making guns for the army, and how 
Henry Ford used these principles vhen he developed assembly line 
production of automobiles. 

*n The concept of specialization can be related to geography lessons 
by having the pupils identify the economic activities that various 
regions specialize in doing. In what way does your own region or 
community specialize? (To learn hew to categorize the economy of 
a region or community, see "Studying Your Region's Economy" by 
George Dawson, Chapter 41 in The Economy of New York State , edited 
by Sanford D. Gordon; publicued hy South-Western Publishing Co., 
Cincinnati, Ohio, 1987.) Note that nations also specialize. In 
studying other countries they should learn how those countries 
specialize in producing particular goods or services, how we use their 
output, how they rely upon some of the things that we specialize in, 
and how we are in terdependent . 

Economic Systems 

Because every society faces the orcblem of scarcity, every society must 
try to develop a system to answer the basic economic questions : (1) What 
should we produce? (2) How shall we product it? (3) For whom ? We can 
identify three types of economic systems, which are as follows: 

§ Traditional economy — looks to the past to answer the questions. 

"We will produce sheep and goats because this is what we have 

always done." "We will use human labor. Our ancestors did not 
use machines, so why should we?" "For whom are we producing? The 

people of noble blood will get most; the lower caste people 

will get least." 

§ Command economy — relies upon authority. The government will de- 
cide what to produce, hov to produce it, and how to distribute it. 

§ Market economy — individuals and businesses make their own de- 
cisions on what to produce, how to produce it, and how to distri- 
bute it. Government plays no role, except to keep the peace, de- 
fend the nation, and protect private property. Consumers guide 
production, because business will produ' e only what they want and 
can afford to buy. Driven by the desire for profit, business will 
use methods that ar< efficient. The answer to the question "For 
whom?" is that the goods and services will go to those who are 
able to pay for them. 

In reality, practically all economies are mixed . That is, they contain 
elements of all three systems. However, the element that is dominant 
will usually be used to describe the nation's economy. Thus, our eco- 
nomy is usually called a market economy, even though it has elements of 
tradition and command. 

Some prefer to use the terms communism, socialism , and capitalism to 
categorize economic systems. These terms are often confused with pol- 
itical or governmental systems, however, and this can baffle students. 
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In theory, any economic system can co-exist with any political system. 
The pol it ical systems are: (1) Dictatorship or monarchy (rule of one 
person); (2) oligarchy (rule of a few); (3) and demc :racy (rule of many, 
or rule by the people). Some European nations are considered to be demo- 
cracies, even though their economic systems are called "socialist . M A 
nation with a capitalist economy is not necessarily a political demo- 
cracy, although this is the situation in the United States. If you do 
choose to use these terms, the following definitions are suggested: 

§ Communism — Goods and services are collectively produced, collect- 
ively distributed, and collectively consumed. The means of pro- 
duction are owned and controlled by government. The basic economic 
questions are answered by government authorities. Very similar to 
the command economy . 

§ Socialism — Major means of production are owned and/or controlled 
by government. Some enterprises are privately owned, and many goods 
are privately rather than collectively consumed. (There are many 
different degrees and forms of socialism, so it is hard to define.) 

§ Capitalism — Goods and services are privately produced, privately 
distributed, and privately consumed. The means of production are 
privately owned. Practically the same as the market system . 

U After giving the class brief and simple definitions of the terms 
traditional , command , and market as economic systems, show the film 
" Return to Mocha . " Using cartoons and rock music, the film il- 

lustrates the three systems through an amusing story. It also shows 
how the three fictional island-nations develop trade with one another. 
(To borrow the film, write Video Outreach, c/o JN Company, Box 1199, 
Melville, New York 11767. It is available in ^-inch VHS and in 3/6- 
inch. A teacher's guide should be included. You might also try to 
obtain the film from the Council or Center for Economic Education in 
your region.) In a follow-up discussion, ask the students to identify 
the characteristics of the three systems. 

*fl After the students have learned the characteristics of the three types 
of economic systems , ask them to identify countries (past or present) 
that seem to illustrate each system. Point out that most nations have 
mixed economies , but that one system is usually predominant. Examples 
might include some poor nations in Africa (such as Somalia) as being 
largely traditional , Maoist China and Stalinist Russia as command eco- 
nomies, and the United States and West Germany as market economies. 
You might also assign different countries to the students, asking them 
to learn about their economies and decide which type of system they 
have. 

^ Divide the class into three groups, each group representing a different 
economic system . Present the groups with an economic problem and have 
them present the solution that would be consistent with the system that 
each group represents. For example: "Thousands of students are finish- 
ing school this year and want iobs. How would your economic system 
deal with this?" (In the traditional economy they will probably do the 
same type of work that their parents do. In the command economy, the 
government will probably decide what they are to do. In the market 
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economy the students can try for any job that interests them; but 
they will bucceed only if there is a demand for people in that field 
and if they are well prepared for that line of work.) Have the class 
discuss the pros and cons of each solution. 

V After it is clear that the students have a good understanding of each 
system, ask them to identify elements in our society that are tradi - 
tional , command , and market . For example, there is a great increase 
in retail buying in December, not because our needs have increased, 
but because of the tradition of giving gifts at Christmas time. During 
many holidays we close stores, factories, banks, offices, schools, and 
even government agencies because of traditions. Some traditions are 
bad for our economy. For instance, women have been prevented from 
taking jobs in certain fields because the occupations are traditionally 
male. (This is not only unfair to women, it harms the total economy be- 
cause we are not permitting women to produce as much as they could be 
producing. ) For examples of command , the government requires that all 
children of a certain age go to school, and that nearly everyone who 
earns an income pay taxes. The government decides where and how to 
build roads, bridges, tunnels, etc. In spite of these examples of 
tradition and command, however, ours is overwhelmingly a market eco- 
nomy. For instance, if a student owns a portable radio, he or she 
obtained it from a privately owned business. Consumer demand , not a 
government decree, caused the manufacturer to make the radio and the 
retailer to sell it. The price was determined by production costs and 
the interaction of supply and demand , not by the government. 

^ Check local libraries for books that deal with economic systems , and 
that are written at the 5th and 6th grade levels. Some of these are: 

Horse in Your Back Yard by Virginia Phelps Clemens. Philadelphia: 
The Westminster Press, 1977. (Relates economic freedom to the 
consumer's decision to satisfy wants. Government involvement 
in the market is mentioned and explained.) 

How Business Works by Edwin Hoag. New York: Bobbs-Merrill , 1978 . 
(Explains specialization, supply and demand, and the market.) 

How A Market Economy Works by Marc Rosenblum. Minneapolis: Lerner 

Pub licatio is Co., 1970. (How the market allocates scarce resources.) 

Life on Paradise Island by Harmon Wilson and Roman Warmke . Glenview, 
111.: Scott-Foresman, 1970. (How an economic system can evolve 
from a primitive to a more advanced state.) 

The Toothpaste Millionaire by Jean Merrill. Burlington, Mass.: 
Houghton M?fflin, 1974. (How a sixth-grade entrepreneur succeeds 
in business. Market system. Economic freedom.) 

Whistler in the Mist by Rosalie K. Fry. New York: Farrar, Straus & 
Giroux, 1968. (How different systems approach the problem of 
. .arcity . ) 

For others see Learning Economics through Children's Stories , 4th and 
5th editions, by Robert H. Hendricks, et. al. N*w York: Joint Council 
on Economic Education, 1982, and 1986. 
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Show one or more of the filmstrips in the four-part set " Capitalism 
and Communism: Comparisons and Contrasts. " Ask the students to list 
the differences between the two economic systems. Have a discussion 
on the question: "Which system would you prefer to live and work 
under, and why?" The four filmstrips come with cassettes and a 
teacher's guide. They are also available in the form of a VHS video 
tape. Produced by Guidance Associates in 1986, these filmstrips 
can be obtained from Social Studies School Service, P.O. Box 802, 
Culver City, Calif. 90232-0802. Price: $179 per set. 

U Select a few students who are very good readers and who would be 
capable of making a good classroom presentation. Try to obtain the 
following books for thorn: 

Capitalism: Opposing Viewpoints by Bruno Leone. 

Socialism: Opposing Viewpoints by Bruno Leone. 

Communism: Opposing Viewpoints by Bruno Leone. 

The books were published by Greenhaven Press (revised editions, 1986) 
but are available from Social Studies School Service (address above) 
for $6.95 each. Assign one or two bright students to read one of the 
books and to summarize it for the class. These students should be 
prepared to answer questions posed by others in the class. After all 
three books have been summarized, hold a discussion on the question of 
which system the students would prefer to live and work under. When 
studying other countries, have the pupils try to decide which economic 
systems those countries have. (Many will have mixed economies , but 
try to determine if one system is predominant . ) 

Try to obtain the film " Chickenomics " to help students understand the 
workings of the market economy . This is an amusing 24-minute film 
that illustrates private ownership of resources, consumer sovereignty, 
markets, and competition. Produced by World Research, Inc., the film 
is available from the Federal Reserve Banks of Boston, Richmond, and 
St. Louis. It can also be obtained in the form of 3/4" tape and V' 
tape from the Federal Reserve Bank of Richmond. Addresses of banks: 

FRB Boston FRB Richmond 

Bank & Public Services Dept. Public Services Dept. 

600 Atlantic Ave. P.O. Box 27622 

Boston, MA 02106 Richmond, VA 23261 

(617) 973-3**59 (804) 643-1250 

FRB ST. Louis 

Bank Relations & Public Information Dept. 

P.O. Box 442 

St. Louis, M0 63166 

(314) 444-8421 

For a catalog of Federal Reserve materials, write to the Federal Re- 
serve Bank of N.Y., Public Information Dept., 33 Liberty St., New 
York. N.Y. 10045, or call (212) 791-6134. Ask for: Federal Reserve 
System Public Information Materials , latest issue. 

Write the Federal Reserve Bank of Chicago, Pub 1 c Information Center, 
P.O. Box 834, Chicago, IL 60690 (or call 312-322-5112) for a copy of 
Elementary Economics: A Bibliography. 
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^ Introduce the class to the simple flow chart below. Explain that the 
arrow at the tcp represents things that they and their fair' lies buy 
from businesses, and ask for a few examples of goods and services 
that they typically purchase. Explain that the second arrow shows 
their payments of money to businesses. The third arrow represents 
wages, salaries, fees, etc., that' businesses pay to people from whom 
they obtain services. Ask for a few examples of the kinds of services 
their families provide to businesses. (Workers provide labor; lawyers 
provide legal advice; etc.) Ask students to explain how the chart 
shows interdependence ir our economy. Have the pupils make large 
posters based upon this flow chart. Encourage them to embellish the 
chart by adding drawings or "cut-out" pictures to illustrate the goods 
and services that consumers buy, and the types of services that people 
provide to businesses. Point out that something is missing from the 
charts, and try to get the class to tell what it is — government ' s 
role . After a discussion of some of the things we get from government 
(schools, parks, police protection, roads, etc.) and of how these are 
paid for (taxes and, in some cases, user fees) ask the students to add 
government to the charts. A picture or drawing representing government 
could appear in the center of the chart, witn arrows going to house- 
holds and to businesses to show the government services that they get; 
and with arrows going back toward government to represent taxes and 
user fees. 
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<ff Obtain copies of the colorful chart "What's the Difference?" from 
the V' .ional Federation of Independent Business, Research and Ed- 
ucation Foundation, 150 West 20th Ave., San Mateo, Calif. 96603. 
The chart lists many products and services used by the typical 
consumer, and shows the amount of time that the average manufacturing 
employee must work to earn the money to buy them. The time that an 
American in Washington, D.C., must work is compared with the times 
for workers in Moscow London, Paris, and Munich. In most cases the 
American worker has the advantage. For example, the Russian worker 
must work nearly three times as long as the American for the same 
basket of food items. In addition to comparing standards of living , 
this chart can give students another perspective on real cost. One 
way of measuring real cost is to compute the amount of time one had 
to work to be able to buy an item. A teacher's guide comes with the 
charts, giving ideas on teaching comparative economic systems . The 
guide suggests the use of the following diagram. When studying a 
particular country, the students should try to decide where, on tne 
continuum, that country ought to be placed. 

Pure Command Pure Market 

Communism Socialism Capitalism 



After analyzing the data on the chart, you might ask the class why 
the standard of living in the United States is higher than that of 
most other nations. It might be noted, however, that America's lead 
is being challenged by other nations. The cartoon suggests one pos- 
sible reason. WJiile others study scientific subjects, we play games! 
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^ To teach about business in our economy, and many related economic 
concepts, many teachers establish a classroom company . The students 
establish and operate an enterprise, produce goods or services, and 
sell their output. Before undertaking this activity, be sure to 
consult the administration. Parents ought to be informed as well. 
There are many different variations on this activity, and it can be 
as simple or as complex as you choose to make it. We shall outline a 
very detailed and somewhat complex project, but you are free to omit 
some of these steps if they are not feasible in your situation, or 
if you lack the time or resources for them. 

1. Discuss the project with the class , asking for suggestions for 
goods or services they would like to produce. List these on the 
chalkboard, and reduce the final list to four or five items. 

2. Prepare a simple market survey to be administered in the school, 
or wherever the students expect to sell their output. This will 
show the importance of consumer demand in determining what is to 
be produced in a market economy . It is best to confine your 
market to people in the school and parents. The survey should 
ask a sample of the target market which products they would buy 
and. possibly, how much they would be willing to pay for each. 

3. Once a decision has been made on a product (or products), make a 
list of the inputs tfc^ things that will be needed to produce 
it. Estimate the production costs . Divide the total estimated 
cost by the number of items you plan to produce to obtain an 
estimate of the unit cost (cost for each item produced). 

4. Raise the money that will be needed. You might form a corporation 
and sell stock . Perhaps the students could design the stock 
certificates during art lessons. Also have them decide upon a 
name for the company. Be sure the students understand that people 
whc buy stock (which should include class members) will be entitled 
to a share of the profits , if any. The possibility that there might 
be losses should be understood. Considering borrowing money, local 
bankers sometimes cooperate by letting the "company" open an ac- 
count and obtain a loan. (More often, the account will be opened in 
the teacher's name. Be sure that your students trust you!) If a 
bank loan is not feasible, you or an administrator might play the 
role of "commercial bank" and provide the loan. Charge interest at 
the current rate. 

5. When funds have been raised, have the students do comparison shopping 
to obtain the needed supplies. Be sure that you have a good system 
of account ing and that careful records are kept of all expenditures. 
All documents and all money must be stored in a safe place. 

6. Arrange an appropriate work space. If this is in the school (even if 
it is in your classroom), inform the students that they must pay 
rent . The same applies to any school equipment that they use. 

7. Elect company off icials , such as president, vice presidents, and 
treasurer. All who bought stock should have a vote. Develop a list 
of tasks and responsibilities for each official. 

8. Analyze the job to be done and decide upon product ion methods . You 
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might even draw a flow chart , which shows every step in the process. 
Use assembly-lines in which the "workers" will specialize. 

9. Prepare a simple job application form and have the students apply 
for the jobs that they want. If conflicts occur becausp too many 
apply for a particular job, discuss ways of resolving the problem. 
Explain that the wage rate may drop for occupations in which there 
is a surplus of workers, and rise for occupations that draw too few 
applicants — that's how the market system works! (You might permit 
job rotation, however, so that workers with unpopular tasks get a 
chance to do some of the more attractive jobs.) 

10. Set up your production lines and have a "trial run" to se.e if your 
production method is effective. If you are producing an iter that 
is edible, ask the school nurse or dietician to inspect your "plant" 
to be sure that there are no unsanitary conditions. This will help 
students understand one of the roles played by government in our 
economy. 

11. When production is under way, have someone act as quality control 
manager, inspecting each item to see that it has no flaws. Keep 
records of the time each "worker" spends on the job. You might have 
a personnel manager (a student) do this. 

12. Plan an advertising campaign . Students can design posters and write 
"commercials" to be broadcast on the school's p. a. system. If there 
is a school newspaper, they can write advertising copy. 

13. Sell the company's output, having the students act as salespersons. 
Be sure that they learn to keep accurate records of all sales. If 
they fail to sell everything at the original price, consider having 
special sales and cutting the prices . (This could show that a surplus 
°f supply can cause prices to fall.) 

14. When all the firm's revenues are in, pay all the costs of production 
that remain (wages of workers, for example), and determine how much 
of a profit was made. Stockholders can now redeem their shares for 
their face value, plus a dividend . Acting as company directors , the 
students might decide to use some of the profits for a worthy cause, 
Consider purchasing equipment for the classroom, taking a trip to 

an historic site, contributing to a charity, or even investing the 
money in a new classroom enterprise. Be sure the student* understand 
that in real life they would have to pay certain business taxes as 
well as personal taxes on their wages or shares of the profits. 

15. Conclude with some sort of culminating activity that summarizes the 
learnings obtained through the experience. A presentation at an 
assembly program is one possibility. Articles can be written by the 
students and submitted to local papers or the school paper. A large 
scrap book can be made, containing photographs of the activities and 
step-by-step descriptions of the project. This could be a valuable 
resource for other classes that might want to try a similar project. 
An "official report" can be prepared for the stockholders and any 
other interested person who cooperated in any way. Letters of thanks 
should be written to all who helped. 

For a fairly detailed account of a project of this type, see "The Cool 
Card Company" in Strategies for Teacning Economics : In termed iate Level 
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(Grades 4-6) by Marilyn Kourilsky, et. al. (New York: Joint Council 
on Economic Education, 1978), pp. 72-79. Also see the annually pub- 
lished booklet Economic Education Experiences of Enterprising Teacher s 
(New York: Joint Council on Economic Education), Chapter _, which in- 
variably contains many accounts of clasjroom companies. Some projects 
involve fairly complex items, such as dolls, Christmas tree ornaments, 
or stuffed toy animals; but many are quite simple to make. Avoid the 
type of product that might involve some danger to the students, such 
as metal objects with sharp edges, or food items requiring the use of 
sharp knives or hot stoves. An example of a product that is easy to 
make, inexpensive, and popular with consumers is the small gift tag or 
note card . To make them you will need old greeting cards, 3x5*' influx 
cards, scissors, and glue. Procaec* as follows: 

- Have the students bring in old greeting card?, such as Christmas 
cards, Easter cards, valentines, and birthday cards. 

- Obtain a supply of 3x5" unlined index cards. Try to get them 
in a variety of colors ~ light blue, pink, yellow, etc. 

- Have the students identify portions of the old greeting cards that 
can be cut out and pasted on the index cards, such as a flower, an 
animal, or a child. Sometimes you can get several from one card. 

- Fold the index cards in half, making a sharp crease. 

- Using a folded card to gauge the appropriate size of the "cut-out, 1 
have the pupils cut out the portions of the greeting cards that 
are to be attached to the index cards. (Pinking shears will help 
them avoid the problem of cutting straight lines; or they can cut 
in wave-like patterns as, in the drawing that follows.) 

- Paste the "cut-out" on one side of a folded index card. The fini- 
shed products can be packed in cellophane baggies and sold by the 
dozen, or whatever number you choose. 



When folded in half, the "x5" 
index card will be this size. 

A few drops of glue on the card 
or on the back of the cut-out 
will suffice *.o attach the cut- 
out. 

For the card shown on the right 
the opening is at the bottom. 
A short message or greeting can 
be written on the inside by the 
user of the card. 
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V Many elementary school teachers are using the "mini-society" to show 
children how our economic system works. The classroom becomes a 
self-contained economic system. (Some also establish a political 
system by having the students write a constitution, set up a govern- 
ment, elect officials, and adopt laws.) A classroom currency is 
created, and at least one bank is established. Students establish 
various businesses and try to sell their products and services. They 
may hire other students to work for them. Once things are well under 
way, the teacher does not direct most of the activities, although he 
or she may act as a "consultant" to any student or a company. Some 
firms will succeed; others may fail. Workers will sometimes quit and 
set up their own companies, even competing with their former employers. 
Prices will rise or fall in accordance with supply and demand. For a 
detailed explanation of this approach see Mini-Society: Experiencing 
Real-World Economics in the Elementa r y School Classroom by Marilyn 
Kourilsky (Reading, Mass.: Addison-W^oley , 1983.) A shorter account ap- 
pears in Strategies for Teaching Economics: Intermediate Level (Grades 
4-6) by Marilyn Kourilsky, et. al. (New York: Joint Council on Eco- 
nomic Education, 1978), Part III. 

To teach the law of demand hold a mock auction. Display sorething of 
interest to the students, such as a portable radio. Distribute small 
slips of paper and ask them to write down the highest price they would 
be willing to pay for the radio. (To simplify the computations, have 
them use five-dollar intervals — $5, $10, $15, etc.) Collect the 
slips and arrange them in order from the highest to lowest bids. Put 
a demand schedule on the chalk board, and have the studenrs copy it in 
their notebooks or on a sheet of paper. The resulting table should be 
something like this: 



Price Quantity Demanded * 

$30 1 

$25 3 

$20 7 

$15 12 

$10 17 

$5 30 



Try to get students to interpret the result as price goes down, 
the quantity sold goes up; as price goes up, the quantity sold will 
go down. This is the law of demand. Discuss the implications of the 
demand schedule for a business person selling radios. What can he or 
she learn from it? For example, which price would bring in the high- 
est revenue (income)? Have the students answer this question by 
multiplying each price by the quantity that would be demanded at that 
price. In the example above, the seller will maximize revenue by 
charging $15. (Note, however, that this is not necessarily the price 
that will be charged, because of competition . If other sellers are 
charging lower prices for the same product, you may have to accept the 
lower price as well. In short, you must also consider the total market 

SU££l£.) 

*[Be sure to explain that the figures in this column show the numbers 
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of items tnat would sold at each price, net the number of students 
who specifier that price. In this case, one student offered $30, 
so the quantity demand (Q) would be 1; two students offered $25, so 
we add the one who offered $30 to give the totu. Q of 3. This is 
because the person who offered $30 would certainly be willing to 
buy the radio if the price were $25. Four students offered $20, so 
we add the previous 3 to that number to get 7 — the number who 
would certainly buy a radio if the price were $20. And so on down 
the line, until we reach $5 — the price at which all 30 students 
would buy a radio.] 

To teach the concept of supply and noi^ad have the students list our 
major holidays, such as Christmas, Valentines Day, Easter, and 
Mother's Day — holidays when gifts are given. Ask them to indicate 
the types of goods that are usually purchased for those holidays. As 
each holiday approaches, the prices usually rise. The prices often 
drop sharply as soon as the holiday ends. Discuss the reasons for 
the price changes. For example, Christmas cards can be bought at 
50% discounts after Christmas because the sellers still have a sup- 
ply, but the demand has dropped. Have the students note how they 
can save money by their knowledge of the laws of supply and demand. 
(Buy Christmas cards on December 26 and save them for next year. As 
the summer is ending, buy bathing suits, etc., for next summer. Try 
to go to the movies during the day when tickets are usually cheaper 
than they are in the evening.) For interesting activities to teach 
supply and demand (including the use of supply and demand curves), 
see Strategies for Teaching Economics: Intermediate Level (Grades 4-6) 
by Marilyn Kourilsky, et. al. (New York: Joint Council on Economic 
Education, 1978), pp. 27-44. 

To help students understand our free enterprise system, business , and 
corporate stocks , show the five filmstrips in the k v . Disney's Wide 
World of Economics and Enterprise (Multi-media), 4-6 (500 South Buena 
Vista St., Burbank, Calif. 91521). Order from the Walt Disney Ed- 
ucational Media Co., at this address. Price: $169.00. The five film 
strips use cartoon characters. A game, 12 spirit masters, and a 
teacher's guide come with the set. 

To teach about business in ^ the community , competition , p roductivity , 
taxes , and banks , use the video series "Community Business" ' ailable 
from WRI Education, 11722 oorrento Valley Road, San Diego, u*lif. 
92121-1021. Designed for use in grades three through six, the eight 
programs (15 to 20 minutes each) use animal characters. The price of 
the set of video tapes is $376 ($47 for each video). The programs are 
also available on film strips for $199. 

To help students understand entrepreneurship , profits , and stocks , as 
well as other concepts related to business, use the film series Fergi 
Builds a Business . The price is $229 for the eight film strips with 
cassettes and teacher's guide. The films show young people starting 
a business to produce t-shirts. Order from: Walt Disney Educational 
Media Co., 10316 N.W. Prairie View Rd., Kansas City, M0 64153-9990- 



?6 



23 



Money and Banking 

Money is probably tht most widely used but least understood phenomenon 
in the world. It is impor ant to understand that anything that people 
will accept and use as a medium of exchange is money, regardless of the 
form that A t takes. Indeed, some economists a?sert that money is not a 
thing but a process, it is what money does , not what it i£, that makes 
it money. Electronic fund transfer systems bring about payments by 
means of an electronic signal instead of by cash or checks, thus acting 
as a medium of exchange without having a tangible form. For a simple ex- 
planation, see the booklet Alice in Debitland: Consumer Protections and 
the Electronic Fund Transfer Act (Washington, D.C.: Board of Governors 
of the Federal Reserve System, 1980). Becu-se children (and most adults) 
think of money as something tangible, however, it may be wise te^ omit the 
notion that money csn be intangible. It should be understood that our 
money supply (as measured by the Federal Reserve) includes more than the 
coins and paper currency used by children. The narrowest definition of 
money (known as M-l) includes coins, ^aper currency, travelers checks, 
checking account balances and other c :kable deposits. Checks are so 
widely used in our economy that these checkable deposits make up over 
70% of our money supply, narrowly defined. The term 'checkbook money" is 
ased by many teachers to describe ihis form of money. Another fact that 
few people understand is t^at our banking system creates much of our 
money supply — not by printing dollars or minting coins, but oy creating 
the demand depos its that borrowers can draw upon by writing checks. The 
procedure by which this is effected, 1 owever, is probably too difficult 
for children to understand. It is enough for them to learn that banks 
do much more than provide a safe-keeping place for money. They must see 
that banks and other depository institutions (such as savings and loan 
associa'.ions and credit unions) act as intermediaries between those who 
have money to save and those who have too little and need to borrow. It 
is probable that many of the children are living in buildings that were 
purchased or built with loans from a bank or other depository institution. 

11 Plan a barter session in which the students will be able to exchange 
goods with one another. Ask them to bring in a limited number of 
things that they own and would like to trade. (It might be wise to ap- 
prise parents on th^i project so th? t children will r.ot bring valuable 
items the parents want them to keep.) Make up a simple form upon which 
each student will record the items he or she wants to trade, and the 
items received in exchange for each object. Establish rules of conduct 
and set a time limit (20 minutes or so) for the bartering, and instruct 
the pup^s in how to record their transactions on the forms. To expedite 
things, let each pupil announce in advance the items he or she brought 
to class. After the barter session is over, discuss the results and 
list the problems on the chalkboard. These usually include such things 
as- "I couldn't swap any of my things." "John wanted my catcher's mitt 
t couldn't a* ie on the things he should give me for it." "Mary got 

tw. > many thii for her Cabbage Patch doll as I got for mine." 
"Everyone wanted my portable radio but nobody had enough things to give 
me for it." Then hold a discussion of hoT- these prob^ms could be 
avoided, arriving at the conclusion that using money would be better. 
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H Conduct a more general discussion of why money is more convenient than 
barter in or. society. Ask such questions ass "Suppose we had no 
money and had to use barter. How would your parents pay the rent or 
make the mortgage payments?" "Jennifer's mother i~ a nur*e and her 
father is a teacher. What problems would they have in paying for things 
at the supermarket?" "Bob's father is a fisherman. Would everyone from 
whom he wants goods and services be willing to accept fish in payment?" 
"Without i.:oney, how would you be able to save? The shoemaker might be 
able to sav* shoes that he made ; but what would Bob's father and Jen- 
nifer's parents do?" "Suppose you wanted to go to a movie or a rock 
concert. What could you give to the theater owners in exchange for a 
ticket?" Finally, "How can the use of money avoid all of these problems?" 

f To show that money can take many forms, have the students read the comic 
book The Story of Money (New York: Federal Reserve Bank, 1981) or look 
up "money" in an encyclopedia. Ask them to draw pictures of the kinds 
of things that have been used as money, such as fish-hooks, spears, 
cattle, beads, and other commodity money . Have a discussion of why these 
particular items might have been accepted as money, and of the problems 
associated with their use. (For example, a cow is valuable but must be 
fed and cared for, and it might become sick and die.) Then note that 
some of the eariy coins were shaped to represent commodities (such as 
the Chinese coins sha-cvi like knives or spades), thus having less in- 
herent value but becoming more convenient as a medium of exchange . Dis- 
the reasons why gold and silver became popular as coins (durable, rel- 
atively scarce^ easily recognizable, accepted by everyone, etc.). End 
the discussion by asking: "Suppose that our classroom were a society, 
and that we needed something to use as money. What objects in this room 
might we decide to use — chalk, pencils, pens? How well would these 
things work as money?" (Pens might be the best choice, because chalk 
and pencils wear out or become used up more quickly.) 

1 Having established that the use of commodities as money creates too 
many problems, move to a discussion of paper currency . Display several 
examples in the classroom — a United States paper dollar, a dollar in 
play money, a foreign bank note. Ask: "If I owed you a dollar, which 
of these would you accept?" All will opt for the U.S. dollar. Ask for 
an explanation, using such questions as: "The play money has as much 
ink and paper as the U.S. dollar, so why do you prefer it?" The typical 
response is that the U.S. dollar was produced by our government. Fol- 
low this up with: "The foreign money was issued by a government too, 
so why wouldn't you accept it?" You will finally arrive at the point 
that acceptability is the most important characteristic of money , and 
that anything people are willing tr accept can be used as money. Ask 
what other characteristics they think money should have. (Refer back 
to the desirable characteristics that the Vc ious commodity monies did 
not have.) It should be portable (easy to ^rry), easy to store, dur- 
able, recognizable as money, divisible (the major monetary unit can be 
broken down into smaller parts, such as cents), be fairly stable in 
value, and be hard to counterfeit. (How well does cattle meet these 
criteria?) The supply should be somewhat flexible, so that more money 
can be created when business and society need it. Summarize by asking 
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the students to evaluate United States money in terms of these criteria. 

Develop a currency to be used in the classroom. Play money could be 
used, but many teachers prefer to create their own. Some have the 
children design co A ns and paper bills, such as those shown below. Per- 
haps a small prize can be given to the pupil or pupils who produce the 
best designs. The "coins" can be cut from cardboard; the "bills" can 
be photo-copied. You can create as much "money" and as many different 
denominations as you wish. The money can be put into circulation by 
giving each student an equal amount, by "paying" students for various 
classroom chores, by rewarding good school work, etc. Within two or 
three da/s, the students will be using the classroom currency to buy and 
sell things from one another. Some teachers also set up a classroom 
store, selling pencils, pads, and other supplies. You can even charge 
"rent" to let a student use a piece of equipment or to use a pen or 
pencil. Set aside some time to discuss developments. Is the classroom 
currency "real money"? (Yes, in the context of that classroom.) How 
does it meet the criteria for money discussed earlier? Why isn't it gen- 
erally accepted outside the classroom? (In some cases, teachers report 
that students in other classes will begin to use their money as well.) 
The problem of inf, tion can be introduced by increasing the supply of 
money faster than the supply of goods and services. When the pupils 
have more money they will offer higher prices for the goods. A general 
rise in prices (inflation) means that each dollar will buy less than 
before, and the value of money will decline. 
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A classroom bank can be established, and could be used in conjunction 
with the classroom currency project. Have the students read The Story 
of Banks , a comic book published by the Federal Reserve Bank of New 
York, and/or Once Upon a Dime , another comic book produced by the New 
York Federal Reserve Bank. After they have learned what banks are and 
how they function, discuss how your own bank should be organized and 
operated. It might be t.et up as a corporation, with the students buy- 
ing stock and thus providing the initial capital. The bank might offer 
< v~~king accounts, savings accounts, and loans. Checkbooks can be de- 
sign*^, along with passbooks for savings accounts and forms for loan 
applications. A system for keeping accounts and records must be devel- 
oped. Officers can be elected or appointed, and students can serve as 
loan officers, tellers, and the like. Perhaps a representative of a 
local bank (or a parent who is a bank employee) can visit the class and 
give advice. Students who borrow from the bank will pay interest ; and 
those with savings accounts will receive interest. Stockholders will 
receive a share of the profits (if any). Through this activity, the 
children should learn the importance of being reliable, or paying one's 
debts, of keeping good financial records, etc. For additional ideas to 
teach money and banking , see Strategies for Teaching Economics; Inter - 
mediate Level (Grades 4-6 by Marilyn Kourilsky, et. al. (New York; The 
Joint Council on Economic Education, 1978), pp. 69-60. 

% Make a study of the role that banks play in your community. Obtain 
brochures from local banks, and start a bulletin board display or 
scrap book on banking. Through pupil drawings, pictures from news- 
papers and magazines, and materials from the bank show how consumers 
use banks and how businesses use them. Ask the P' Is to write short 
papers on how they might use banks in the future, with such titles as 
"How I could get help in buying a car. * "How a bank loan might help 
pay for my college education." "How a bank would help me buy a house." 
"How a bank could help me to start mv own business." For a more chal- 
lenging assignment, ask the students to write a story about an imagin- 
ary country that has no banks. The children might also be asked to 
interview parents, relatives, and other adults regarding their use of 
banks. If a building or some other construction project is under way 
in the area, ask the children to try to learn how banks might have 
helped to make tl o project possible. 

*ff Try to obtain some of the following Federal Reserve materials to teach 
about money , credit , and banking . 

§ Have You Heard? A unit on consumer credit for 5th grade. Includes 
a poster, 5 lesson pi ns, suggested activities, and teacher's guide. 
Federal Reserve Bank of New York, 33 Liberty St., New York, N.Y. 10045. 

§ Life of a Dollar Bill . A unit on how coins and paper currency get 
into circulation. Poster and short booklet. For 5th and 6th grades. 
Federal Reserve Bank of New York, 33 Liberty St., New York, N.Y. 10045. 

§ The Road to Roota . Teacher's guide for use with comic book Wishes & 
Rainbows . Glossary of teims; suggested activities for elementary 
school teachers. Federal Reserve Bank of Boston, Public Services 
Dept., 500 Atlantic Ave., Boston, Mass. 02106. 
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§ Once Upon a Dime . Three filmstrips with cassettes, with comic 
book and teacher's guide. Deals with specialization, barter, 
coins, currency, checks, banks, central banking, and inflation. 
Aimed at 4th and 5th grade students. The set, which includes 35 
copies of the comic book, costs $29.50. Available from the Fed- 
eral Reserve Bank of New York, Public Information Dept., 33 
Liberty St., New York, N.Y. 10045. 

§ Chickenf eed . Explains money and inflation. Available in the form 
of 16 mm film (17 minutes), 3/4 ,r tape, and V tape. Federal Re- 
serve Bank of Richmond, Public Services Dept., P.O. Box 27622, 
Richmond, Va., 23261. 

$ The Curious History of Money. ^A 16 mm film showing the evolution 
of money from barter to charge cards. Federal Reserve Bank of 
Boston, Public Services Dept., 600 Atlantic Ave., Boston, Mass. 
02106, and the Federal Reserve Bank of Cleveland, Public Informa- 
tion Center, P.O. Box 6387, Cleveland, Ohio 44101. 

§ You're the Banker . Simulation game in which players assume the 
roles of bankers deciding whether or not to extend loans. Use 
only with bright students. Costs $25.00. Federal Reserve Bank 
oi Minneapolis, Office* of Public Information, 250 Marquette Ave., 
Minneapolis, Minn. 55480. 

§ Checking Out Checks . A six-minute film on how to write checks, 
how checks transfer money, and how to balance a checkbook. One 
35 mm filrstrip with 35 copies of the comic book The Story of 
Checks and Electronic Payments, 4 activity masters, and one 
teacher's guide costs $12.50. Federal Reserve Bank of New York, 
Public Information Dept., 33 Liberty St., New York, N.Y. 10045. 

For a complete list of material available from the Federal Re- 
serve, write for a copy of the catalog Federal Reserve System 
Public Information Materials , Federal Reserve Bank of New York, 
Public Information Dept., 33 Liberty St., New York, N.Y. 10045. 



11 Show the film Why Money? from the Trade Offs series, Lesson 9. It shows 
why we use money, the main forms of money, and why checking accounts 
can be used as money. The teacher's guide suggests questions to be 
asked after the class has seen the film, as well as various activities 
to teach about barter and money . Produced by the Agency for Instruc- 
tional Television, Box A, Bloomington, Indiana 47401. (You might be 
able to borrow a film from your nearest center or council on eco- 
nomic education. ) 



<fl Your local library may have one or more of the following children's 
books, dealing with money . 

Brittain, Bill, All the Money in the World (New York:Harper & Row, 
1979). Grades 3-6. Fiction. Story of a boy who gets all the 
money in the world, and how this causes his troubles. 

Scott, Elaine, The Banking Book (New York: Frederick Warne & Co., 
1981). Grades 4-6. History of banking. Bank services. How banks 
earn money. Laws that protect deposits. 

Brown, Fern G., The Great Money Machine: How Your Bank Works (New 
Y^ork: Julian Messner, 1981). Grades 4-6. Various kinds of banks 
O and what they do. History of banking in the U.S. Money. The 

:RJ£ Federal Reserve. 
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Kimley, April, Here Is Your Career—Banking, Money and Finance 
(New York: G.P. Putnam's Sons, 1976). Grade 6 and up. The bank- 
ing industry and the jobs that it offers. 

S\ura, Mary F., Jefferson (New York: Dodd, Mead & Co., 1986). Fiction. 
Grades 4-6. When there isn't enough money for a birthday party, a 
boy's friends develop various money-making projects. Humorous. 

James, Elizabeth, and Barkin, Carol, Managing Your Money (Mil- 
waukee: Raintree Children 1 s Books, 1977). Grades 6-6. Why money 
is necessary. Savings, checking accounts, credit cards, personal 
finance . 

Elkin, Benjamin, Money (Chicago: Children's Press, 1983). Grades 3-5. 
Barter; money, theU.S. money system. 

Morgan, Tom, Money, Money, Money: How to Get and Keep It. Grade 6 and 
up, (New York: G.P. Putnam's Sons, 1978). Loans, interest rates, 
bonds, checks, profits, inflation, bankruptcy. 

Niegler, Sandra, Something for Sara (Elgin, 111.: Child's World, 
1977). Fiction. Possibly useful with poor readers and children 
whose primary language is Spanish. How to manage your money, 

Barkin, Carol, and James, Elizabeth, Understanding Money (Milwaukee: 
Raintree Children's Books, 1977). Use with poor readers. Deals 
with values of U.S. money, how money is used, savings accounts, 
banks, and interest. 

Ganz, David L., The World of Coins and Coin Collection. (New York: 
Charles Scribner's Sons, 1980). Grade 6. History of American cur- 
rency. How to collect coins and paper money. 

Seuling, Barbara, You Can't Count a Billion Dollars, and Other Little 
Known Facts About Money (New York: Doubleday, 1979). Grades 5-6. 
Facts about money. 

Cavanna, Betty, You Can't Take Twenty Dors on a Date (Philadelphia: 
Westminster, 1977). Grades 6-6. Fiction. A student opens a kennel 
to earn money. Sources of personal income, and the market forces 
that affect one's income. 

Wade, William, From Barter to Banking (New York: Macmillan). Grades 
5-6. History of money and banking. (May be out of print.) 

Paradis, Adrian, Inflation in Action (New York: Julian Messner) Grade 
6. Effects of rising prices. Value of money. (May be out of print.) 

Less, Mary P., Money and Kids (Philadelphia: Westminster). Grade 6. 

Importance of money to children. (May be out of print.) 
Rosenfeld, Sam, The Story of Coins (New York; Harvey House). Grade 6. 

(Although the last four books listed may be out of print, it is 
possible that they can be found in libraries.) 
You might ask children to read some of the books and give brief oral 
and/or written reports on them. Tt-ey might also be asked to write 
short stories on money and banks, showing how children are involved. 
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*H The problem of inflation can be taught by relating price changes to 
goods and services used by children. The following is a description 
of an actual lesson taught to a sixth grade class. 

The teacher held up a well-known candy bar and asked: "How much 
does this cost? M The students said: "Fifty cents." The teacher 
(a man in his late 50s) asked: "How much do you think I paid for 
a candy bar like this when I was in the sixth grade?" None of the 
answers came close to the 1937 price of "ive cents. The pupils 
were astonished that the candy had cost only a nickel. "Do you 
realize that I could have had 10 candy bars for the money that it 
takes you to buy only one? In other words, the price that you pay 
is H) times as much as I paid!" said the teacher. 

At this point the teacher passed out blank forms like the one 
below, saying: "I am going to take you back to one day in my life 
when I was a sixth-grader and tell you what I did and how much it 
cost me. I want you to tell me how much it would cost you today to 
do the same things." (Only the "Item" column was filled in.) 

PRICE CHANGES 



Item 




1937 




1982 


Difference 


Candy bar 


$ 


.OS 


$ 


.So 




Subway ride 


$ 


.OS 


$ 


.90 


I f " 


Movie 


$ 


. 10 


$ 


2.00 


lo " 


Hot dog 


$ 


.Of 


$ 




1$ " 


Soda 


$ 


.OS 


$ 


.L? 


) 3 " 


Ice cream cone 


$ 


. OS 


$ 


.10 


/C - 


Quart of milk 


$ 


. 10 


$ 


.70 


7" 


Newspaper 


$ 


. oz 


$ 


.2f 


>2S" 


Doctor (office visit) 


$ 


Z.OO 


$ 


fa. oo 


lo » 


Totals: 


$ 


I. 


$ 


Ht.SS 


1 1 » 



The students were instructed to write 5* at the top of the 1937 



column and 50<t under 1982; then to divide .50 by .05 and place the 
result in the "Difference" column. (The absolute difference of 45<t 
could have been used instead.) Then the teacher recounted how he 
had taken the subway to the theater (5c), and told the pupils to out 
.05 in the "1937" column, and the price of a subway ride today in 
the "1982" column. Similarly, at each step in his story, tho two 
prices would be entered. (The 1982 price given by a majority of the 
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students was used."* After returning home, with the quart of milk 
and newspaper that his mother had instructed him to buy, he de- 
veloped a stomach ache because of all the M junk food" he had eaten. 
Thus, the visit to the doctor, and the $2.00 fee that the pupils 
found to be mind-boggling. The children were told to add up the 
1937 and 1982 columns and to see how much it would cost them today 
to do everything the teacher had done in 1937. The students were 
told to compute the percentage difference for the last column, and 
the one who obtained the correct answer (rounded off) first was 
rewarded with the candy bar. It was then explained that when the 
prices of nearly all goods and services rise, we have inflation 
and that the purchasing power of the dollar has fallen. (It mu5t 
be noted, however, that incomes have increased also.) 

The students were asked to give examples of price increases that they 
have witnessed in their life-times, and to show how they have been 
affected by them. 

[An assignment that could be used with this lesson is to give the 
students a blank "Price Changes" form and let them fill in some 
goods and services that they often use themselves, with the prices 
that they normal?y pay. Then they can ask their parents or grand- 
parents to tell th~»m the prices they paid when they were sixth- 
graders. You might even be able to give the students the basic 
idea of a price index , if they are able to calculate the percentage 
increases in prices, b^d newspapers, magazines, and catalogs can 
arouse interest by shown % what prices were like in the past. The 
example Deiow was found in a 1958 New YorK newspaper.] 



9.95 to VW *m 
mm & SUMMER SHOES 

. LEATHER UPPERS OR COMBINATIONS 
WITH SILK OR NYLON MESH 



Hera's * special purchase of thosa cool and comforfabla qualify 
summar shoat you man raaHy go for! It malts no diftaranca if 
you'ra hard to please — wa hava what you want! You can choosa 
from all tha laather stylas, including wovan leather and silk & 
taathar, and also from nylon mash combinations. Wa hava Wing 
tips, Custom toai. Mocs, Slip-on and loafar typas, in Black, 
Brown, Tan, Navy, and Summar White, Sizas 6 to 12 in tha group. 
Sorry, no mill or phone. 




After the students had learned the meaning of inflation and how 
they are personally affected hy it, the teacher turned to the 
causes of inflation. Telling the students that they were Going 
to be "paid" for their hard work, he cave each child $10 in play 
money. Then he tool; a small portable radio from his briefcase 
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and proceeded to "auction it off." Only the play money was to be 
accepted in this mock auction. The bids quickly rose to $10. At 
this point he wrote $10 on the chalkboard and said: "Oh, I made a 
mistake, I should have given you each $20." Each child then received 
an additional $10 in play money, and the bidding resumed. In less 
than a minute, the bids reached $20. "Look," said the teacher, "a 
few minutes ago the price of the radio was $10, but now it is $20. 
What caused the price to rise?" After a few moments of silence, the 
students accused the teacher of raising the price. He denied the 
charge, pointing cut that he had never quoted a price. Finally, the 
students began to see that if the money supply increases, while the 
supply of goods remains constant, the price will rise. In the en- 
suing discussion, other possible causes were brought out -- there 
was a very big demand for the product; the supply was limited (in- 
deed, in that period the teacher had a monopoly on radios); there 
was no competition, etc. The lesson ended with a brief discussion 
of how consumers might protect themselves from inflation. 

fi If you are using computers in your teaching, consider the following 
software, all available from Social Studies School Service, P.O. Box 
802, Culver City, Calif. 90232-0802. 

Electronic Money , a simulation on banking for grades 6 and up. In- 
cludes budget ing , money management , checking and savings accounts , 
charge cards, and electronic transactions. Available on Apple, Com- 
modore 64, and IBM diskettes, with backup and guide. Price: $29.00. 

Run for the Money , for grades 4 and up, asks students to make eco- 
nomic decisions, such as pricing products they have made. Available 
on Apple, Macintosh, and IBM PC diskettes, with guides. Prices: 
$29.95 for Apple and IBM; $19.95 for Macintosh. 

Credit and Banking examines banking as a business, the various forms 
of money, credit , savings and checking accounts , and interest. 
Available on 2 Apple diskettes, or as 2 filmstrips with 2 cassettes 
and guides. Prices: $109.95 for diskettes; $79.95 for filmstrips. 

$ Several worktexts are available from Social Studies School Service, P.O. 
Box 802, Culver City, Calif. 90232-0802. 

Money Matters by Benjamin Piltch and Peter Smergut, deals with bud- 
geting, checking and savings accounts, credit, and taxes. Reading 
level: Grades 5 & 6. Price: $3.95 per copy; $3.55 if you order 5 
or more 

You and Your Money by C. Crowell and D. Mosenfelder, covers personal 
budgets, banking, credit, and loans. Teacher's guide included. For 
students with low reading levels. Price: $5.25 per copy; $3.80 each 
if you order 10 or more. 

Make Your Money Grow: A Guide to Savings Plans bv Martha Beshors, 
covers interest rates, deDOsits, withdrawals, hank forms, and how to 
read bank statements. Low reading level (grade 3). Price: $3.^5. 

Pay by Check by Janis F. Chan, deals with opening and maintaining a 
checking account. Low reading level (grade 3). Price: $3.95. 
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For children who can deal with material intended for grades above the 
sixth, consider the following: 

Banking . Set of 50 spirit masters or worksheets with guide, covering 
the services offered by financial institutions, interest rates, loans, 
checks, bank statements, etc. Available from Social Studies School 
Service, P.O. Box 802, Culver City, Calif. 90232-0802. Price: $19.95. 

Money and Banking by Lois Cantwell. A short book (66 pages) on the 
history of money, banking, credit, and the Federal Reserve. Published 
by Franklin Watts, 1986. Price: Approx. $9.90. 

The Story of Inflation , a comic book published by the Federal Reserve 
Bank of New York, Public Information Dept., 33 Liberty St., New York, 
N.Y. 10045. 

Pink Pebbles , a game published by Cardinal Printers, inc., Wesleyan 
University, Middletown, Conn. 06457. Deals with money in a market 
economy . 

*ff If you are studying other countries or regions of the world, have the 
students find out what sort of curren t is used there. What is the 
monetary unit of another nation? How oes it compare in value with 
the U.S. dollar? Does the other nation suffer from inflation ? Ask 
the pupils to plan a tri° to another country that interests them. 
What should they know about the currency of that nation? 

Economic Growth and Development 

Although economic growth and development often go hand in hand, they are 
not exactly the same. Growth means that a nation is producing more goods 
and services than before, and that the nation's output per capita (per 
person) is increasing. Development , on the other hand, means that the 
nation is moving to a higher level of technology, or a more sophisticated 
and complex economy. The term primary producer is often used to describe 
a nation or region that relies mainly on extractive i ndustries such as 
farming, fishing, mining, and lumbering. A secondary producer is a manu- 
facturing nation or region; and a tertiary producer has an economy that 
is service-oriented. (Although extractive industries and manufacturing are 
very important in the United Spates, more workers are engaged in producing 
services.) Thus, a nation ttv t continues to produce the same types of 
goods as before, and in the same ways, may be growing but not developing. 
The term developing nat ion is often used to describe a country that is 
moving from a relatively primitive economy to one that includes more manu- 
facturing and higher levels of technology. An understanding of these terms 
and concepts can give students some of the analytical tools that will en- 
able them to study other nations more intelligently. 

Some factors that are conducive to economic growth and development are : 

§ A well-trained, well-educated, healthy and highly motivated labor 
force. 

§ Entrepreneurial spirit, such as willingness to take risks. 
§ Encouragement for invention and innovation. 
§ A substantial amount of economic freedom. 
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§ An adequate infrastructure (roads, bridges, ports, etc.). 

§ An adequate rate of savings and investment. (People must be willing 

to sacrifice consumption today in the hope of higher returns in the 

future . ) 

§ A high rate of capital formation. (Devoting a substantial portion of 
the nation's total output to providing new factories, machines, tools, 
equipment, and the like.) 

§ A sound banking system. 

§ A flexible money supply. (The supply of money must grow to meet the 
needs of a growing population and business growth.) 

§ A relatively stable monetary unit (no serious inflation). 

§ Broadly based markets. (Reliance on one or a few markets is dangerous, 
if those markets should collapse.) 

§ Good distribution of income. (Great extremes of wealth and poverty can 
weaken a nation's economy and cause political unrest.) 

§ A good supply of natural resources. 

§ Political stability. 

It should be possible to express many of these ideas in terms that inter- 
mediate students can understand. Some ideas for teaching about economic 
growth and development follow. 

^ Introduce the class to the pie chart and to the idea that our economic 
output is like a huge pie made vp of all the goods and services that 
we have produced in a year. Point out that this is called our GNP, or 
gross national product . (Perhaps you can jokingly refer to it as our 
•'great na t ional pie.") Explain that when students or anyone else pro- 
duce goods and services and s^ll them they are contributing to this 
pie. When they use goods and services, they are consuming a piece of 
the pie. The pie charts below represent our GNP for two different 
years. What is the significance of the fact that one is larger? (Our 
economy produced more goods and services in the second year, so the pie 
became larger.) What does this mean to you personally? (You might be 
able to get a larger "piece of the pie" — to have more goods and ser- 
vices than before.) Suppose you drew pie charts for the United States 
and for some other nations. Would the charts for the other nations be 
larger or smaller than that of the United States? (Smaller, because they 
produce less than we do.) 
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Students will easily see that the economy has grown, because the New 
GNP ("pie") is bigger than the old one. It may be more difficult for 
them to understand the segments, and the changes that have taken place 
in this hypothetical example. The graphs show that consumers received 
about 75% of the GNP in the former yeat , but only about 65% in the 
latter. Government's share increased in the new year, partially at 
the expense of consumers and partially at the expense of business. 

You might have the class make a large poster showing the GNP. The 
circle for a typical recent year would show consumers getting about 
65%; business about 15%; and government about 20% (much like the situa- 
tion shown in the "New GNP" chart). The pupils could paste pictures of 
typical consumer purchases on the largest segment; of machines, tools, 
trucks, and factories on the business segment; and of military items, 
postal workers, police, or other government workers on the government 
segment . 

If you are teaching the children to use graphs, you can show the same 
information on different types, such as the bar graphs below. 
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The larger bar shows an increase in the nation's total output. The 
diagonal shading shows that government's share in relation to the 
share of business increased. If the segments of the ;Ac f,rar>hs and 
the bar graphs are too confusing for the students, they can bo omit- 
ted. 

(A s^cJ reference work for your own use and for bright students is 
Interpreting Graphs and Tables by Peter H. Selby. New York: John 
Wiley & Sons, 1976.) 
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^ Divide the class into small groups and have each group study one of 
the developing nations . They should learn as much as possible about 
the economy of the nation and then pretend to be a group of economists 
who are advising the leaders of that country on how to promote growth 
and development. Each group can make a brief presentation to the 
class, describing the economic situation of its assigned nation and 
explaining the advice that they have given. 

<?! For a challenging simulation, have the students pretend that they have 
been shipwrecked on a large uninhabited island. The island has a fairly 
good supply of natural resources, and the students have managed to save 
some tools and equipment from the wreck. Now they must decide how to 
create a viable economy. How will they make use of their existing re- 
sources and try to create new resources (such as new tools) to bring 
about growth and development ? 

U Have individuals or small groups of students study people, inventions, 
and events that made major contributions to America's growth and develop - 
ment . Consider assignments to study such people as Eli Whitney, Henry 
Ford, Thomas Edison, Andrew Carnegie, and the Wright brothers; such 
inventions as the telegraph, the telephone, the electric light, the 
automobile, and the computer; and such events as the opening of the 
West and the start of the space age. The pupils should learn how each 
person, invention, or event helped our economy to grow and develop, and 
how their own lives have been affected. A good source, aside from the 
encyclopedia, is Roger Burlingame's Machines that Built America (New 
York: Harcourt Brace.) 

11 To demonstrate the importance of technological developments , conduct a 
simple experiment in the classroom. Establish two competing groups — 
one made up of students who have hand calculators, and one of students 
who do not have calculators. Present the groups with some mathematical 
problems and give them a limited time to work on them. Students who 
are not in either group can help keep time, check the results for ac- 
curacy, etc. Of course, the group with calculators will solve more 
problems and will probably have fewer errors. Explain that the develop- 
ment of the calculator has increased their productivity as mathematic i.ans . 
Ask the class to identify other recent technological developments that 
have incresad productivity, and discuss ways in which these developments 
are changing our economy. 

<n Study the plight of poor nations that are facing various crises. Look 
for recent news items, such as the report in February of 1987 that over 
400,000 people in Mozambique are facing starvation. Raise the question 
of whether or not the United States should aid the poor nations. In 
addition to the humanitarian considerations, discuss the economic im- 
plications. What are the arguments for and against such aid? What will 
aid cost the United States? Who will pay? What benefits might the U.S. 
deri\e from giving aid? (By helping others become economically strong 
we can be creating markets for our goods and services, for example.) 
How can the poor nations help themselves? Should the class try to help? 
(Some classes use the profits from their classroom businesses to help 
the children of poor countries.) 
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H Many audio-visual materials that can be used to teach about economic 
growth and development are available. All of the following can be 
obtained from Social Studies School Service, P.O. Box 802, Culver City, 
Calif.: 90232-0802. (Some non-audio-visual materials are listed also.) 

Industrial Era . Thirty reproducible pages of puzzles, games and ex- 
ercises. (Grades 5 and up.) 

Movin' On . A 58-minute film on the effect of the railroads on the U.S. 
Available on BETA, VHS, and 3/4" videocassette . Prices: $85 and $95. 

The Lions of Capitalism . A 55-minute film on such industrialists and 
financial leaders as J. P. Morgan, Andrew Carnegie Ford, and their im- 
pact on >ur economy. On BETA and VHS videocassettes . Prices: £26.95. 

Inventions that Made America. Two filmstrips, with cassette and guide. 
Price: $30.00. 

Industrial Revolution in America. Six filmstrips with six cassettes 
and guide. Price: $133.00. 

Industrial America . Three filmstrips with three cassettes and guide. 
Deals with the development of our factory economy in the late 19th 
century. Price: $139.00. 

U.S. Economic History . Two filmstrips with cassette and guide. Price: $51. 

The Origins of America's Economy . Filmstrip with cassette and guide. 
Price: $25.00. 

Economic Backgrounds in U.S. History . Ten spirit/photocopy masters on 
U.S. 3conomic development from colonial days to the Nev T Deal. Price: $6.75. 

American Economy Map Game . (Grades 4 and up.) America's resources and 
industries. Includes tests and teacher's guide Up to 30 players can 
participate. Price: $18.00. 

The Industrial Revolution . A 37-miriUte program on two filmstrips or 
VHS videotape, with cassettes (audio) and guide. Prices: $97 for the 
filmstrips and cassettes; $104 for the videotape. 

Inventions and Discoveries . (Grades 4 and up.) 24 wall charts, showing 
technological developments. Price: $29.75. 

T he T ndustrial Revolution: Charts . 23 pictorial charts with notes on 
agriculture, transportation, textiles, iron and steel. Price: $34.50. 

Explosion; A Simulation of a Society's Struggle to Solve Its Population 
Problems, 1980-2015. (Grades 6 and up.) Could be used to show the ef- 
fects of population on industrial development. Price: $38.00. 

Simulations for a Global P3rspective . (Grades 4 and up.) Reproducible 
activity book (40 pages), covering such topics as resources and growth. 
Prices: $7.00 each; or $5.60 each if 10 or more copies are ordered. 

*n Study the economic growth and development in your own community. Data 
can be obtained from local newspapers, some large firms and banks in 
the area, regional or local development boards, etc. Is the area grow- 
ing economically? What is the evidence? Is it developing? (For ex- 
ample, is farming being replaced by manufacturing?) Have the pupils 
take note of signs of economic change or growth as they travel through 
the area. 

ERiC 40 



37 



International Economics 

We are all part of a complex vo/ld economy. International trade has 
increased tremendously since World War II, the nations of the world 
have become more and moire interdependent , anc the U.S. economy is be- 
coming increasingly internationalized. Note the following: 

- Foreign trade io accounting for an increasingly larger share of 
the U.S. GNP. 

- Between five and six million U.S. jobs depend upon foreign trade. 

- Many U.S. firms have become multi-nationals . 

- Some major U.S. firms have established joint ventures with foreign 
companies. (Our large automobile manufacturers, for example.) 

- The U.S. is facing more intense competition from abroad. 

- The U.S. dollar has become a kind of world currency . 

- Foreigners are accounting for an increasing share of the U.S. public 
debt. That is, they are lending money to the U.S. government. 

- Major foreign firms are establishing plants in the U.S., and some 
are obtaining control over U.S. corporations. 

Many of the economic concepts discussed earlier — specia lization , div - 
ision of labor , and interdeper 'ence, for example — aDply to the inter- 
national scene as well. Our economic relationships with other countries 
are critically important to our own well-being. 

Ask the children to identify the products we use that are obtained 
from foreign countries. Some obvious examples are bananas, tea, cof- 
fee, Japanese cars, and VCRs. An interesting assignment would be to 
have them list the things in their own homes that are foreign-made. 
Develop a comprehensive list of the foreign goods that we commonly use 
in our everyday lives and discuss the ways in which we depend upon 
other nations to meet many of our needs and wants. 

'JI Divide the students into three groups for a Jimulation on trade . Each 
group will become an island nation, which can be identifed by a num- 
ber, color, or name. (Yc might let each group decide on a name for 
its "nation.") Give eacu group a list of the resources that it pos- 
sesses, being sure that each "nation" has resources that the other two 
lack. For example, one might have good rarm land, trees, and an ample 
supply of water, but no minerals. A second might have minerals and 
stone quarries, oat no good farmland. The third might have good fish- 
ing grounds off its shores, but poor farmland and few minerals. Have 
the groups meet separately o discuss their needs. Each should make 
a list of the things it can obtain from the other "nations" to meet the 
needs of its people. The groups can then begin to nego iate trade 
agreements. For example, the farming "nation" can offer its surplus 
crops to the mining "nation" so that it can obtain minerals with which 
to make tools. The nation of fisherfolk can offer fish to the other 
two in return for the wood and metal it needs to build fishing boats. 
Make a large poster with the three island nations appearing on it in 
a triangular configuration. As trade agreements a^e made, draw arrows 
from on. "nation" to the others, labelled with the goods being exported 
or imported. Ask each group to report on how its economy and the l2vel 
of living of its people h .as changed as a result of trade. Ask them to 



41 



38 



identify the types of business and jobs that will be created because 
of increased trade. For example, a shipping industry will develop to 
carry the goods, there will be jobs for sailors, containers will have 
to be built for carrying the goods, accountant will be needed to keep 
records of the exchanges, etc. You can use a number of "thought ques- 
tions" to summarize the experience, su^h as: "How did you decide how 
much iron ore should be traded for a specific amount of farm crops?" 
"Since the island of farmers and the island of fisherfolk both produce 
food items, did they compete with one another for the goods produced 
by the mineral island?" (This is a brief adaptation of a project sug- 
gested by Eileen Kalb in her article "Teaching Activities 5-6: Islands 
ot Tr*-^ " The Elementary Economist , Vol. 6, No. 3, pp. 10-12.) 

To help students learn the importance of imports and exports to the 
United States, duplicate the diagram below and distribute copies. 
The circle can represent the rest of the world; the map represents the 
United States. Ask the pupils to find out what our major exports are 
to the rest of the world, and what our major imports are. They can 
write these items on the large arrows labelled "imports'* and "exports. 
The same diagram can be used in studying our trade with one other 
nation, such as Canada, or with another region, such as Latin America. 
(The diagram is adapted from a diagram, Fig. 18-1, in the text Intro - 
ductory Economics , 6th ed., by Sanford Gordon and George Dawson; Lex- 
ington, Mass. : D.C. Heath, 1987, p. 631.) 
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IF Consider using the activity book Introduction to International Trade , 
which has 64 reproducible pages, showing why nations trade. (Some of 
the activities may be too advanced for intermediate level pupils.) 
Available from Social Studies School Service, P.O. Box 802, Culver City, 
Calif. 90232-0802, for $7.50. Also available from the same source is 
the book Teaching About Global Awareness with Simulations and Games , 
priced at $21.95 per copy. This contains activities for grades 6 and up. 

IF Make a study of your own area (town, city, county, state, or region) 
to learn how it is affected by international trade . Which businesses 
sell some of their as or services to other nations? Which ones 
rely upon the products of foreign nations in some way? Are any of the 
students 1 parents involved in international trade, directly or indirectly? 
(Data might be obtained from large business firms, large banks, chambers 
of commerce, business associations , regional planning agencies , and 
state departments of commerce.) [Note for Long Island teachers: The 
Nassau-Suffolk re£von exports $4 billion worth of goods to foreign 
countries a year.] 

IF Obtain copies of the comic book The Story of Foreign Trade and Exch; nge 
from the Federal Reserve Bank of New York, Public Information Dept., 
33 Libel ty St., New York, N.Y. The book could be used as a homework 
assignment, or it could be read aloud in class. The latter approach 
might be the better one, because it will enable you to explain any 
terms or concepts that the children find difficult. Note that the Fed- 
eral Reserve also has two filmstrips with two seven-minute audio cas- 
settes that can be used in conjunction with the comic book. These are 
part of a multi-media package that also includes four spirit-duplicating 
masters, a primer for the teacher, and a teacher's guide. The price of 
the entire multi-media package is $31.50. 

IF The students should learn that other countries have currencies that are 
different from our own, even if they call their money "dollars" as in 
the case of Australia and Canada. Ask the class if anyone has seen 
foreign money; and perhaps some pupils can bring in examples of foreign 
money that members of their family obtained through travel. Note that 
one must change U.S. dollars to foreign currency when traveling in for- 
eign countries, although U.S. dollars are accepted in some places. Thus, 
one needs to know what the foreign currency is worth in relation to the 
U.S. dollar Exchange rates are published '^Wy in the New York Times , 
and major banks can provide up-to-date information on exchange rates. 
When studying any foreign country, you might include that country's 
currency and recent exchange rates in your lessons. Perhaps th r class 
can develop "conversion tables" showing the rates, as in the following 
simple example: 

Foreign currency Value in U.S. money - 

Canadian dollar - $0.75 

British pound = $1.53 

French franc = $0.16 

Swiss franc = $0.*^ 

W. German mark = $0. > 

"[As of Feb. 20, 1987, rounded to the nearest cent.] 
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The table can also be set up to show the value of the dollar in terms 
of each currency, as follows: 

U.S. Dollar's Value in Foreign Money 

1.50 Australian dollars 
12.83 Austrian schillings 
.65 British pounds 

1.33 Canadian dollars 
13.05 Indian rupees 

You might ask the students to do some simple computations, such as 
showing how much C Q money 10 Canadian dollars would bring ($7.50), 
or how many Canadian dollars you could get with 100 U.S. dollars (133). 
(For a more detailed discussion of teaching this subject in the elem- 
entary grades, see Jacquelene Dickinson's article "It's A Small World" 
in The Elementary Economist , Vol. 6, No. 3, pp. 8-9.) 

It should be understood that exchange rates can vary, even during a 
period of one day. For example, if foreigners want to buy more U.S. 
goods or invest their money in American securities, they will offer 
more of their own money for each U.S. dollar — Austrians might give 
14 schi^'nrs instead of only 12.83 for a U.S. dollar. (What do Amer- 
icans Mth the foreign money? Tiey can use it to buy goods from 
that (^untry, to invest in the securities of that country, or to spend 
when they travel there as tourist?. They can soil their foreign cur- 
rencies to others. Large banks will usually sell foreign money to 
Americans who need it for any of those purposes. 

il The film " Return to Mocha ", which sugge^ed for use in teaching 
about different economic systems, car. al^c je used to teach about trade . 
The three fictional island-nations i i the film improve their standards 
of living and meet more of their netls and wants by trading witr one 
another, even though their political and social systems are different. 
Students should enjoy the film, which employs rock music and cartoon 
characters. (To borrow the film, v.rite Video Outreach, c/o JN Company, 
Box 1199, Melville, N.Y. 11767. It is available in ^-inch VHS and ir 
3/4-inch video-tape.) 

Relate international economics to U.S. history by asking the class to 
recall the reasons for tne American Revolution. In addition to "taxation 
without representation," the pupils should remember that the British 
tried to disrupt the profitable trade that wa^ so important to the 
colonists. The War of 1812 was also caused, in part, by interference 
with our trade. Be alert for recent news items about current situations 
in which trade banier s have caused ill-feelings among nations. (For in- 
stance, relations between the U.S. and Canada became strained in 1986 
after the U.S. imposed tariff > — import taxes — on some Canadian pro- 
ducts.) Difcuss the pros crA cons of trade barriers. This could also 
lead to a lesson on inter -: it ional organizations such as the International 
Monetary Find, the Worid Bank, the General Agreement of Tariffs and 
Trade, and tho Common Market. Note that some of the same factors that 
caused the American states to adopt the Constitution an' break down the 
trade barriers among stat' , also caused the European nationo to form the 
Common Market (sometimes 3lled "The United States of Europe"). 
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Economic Problems 

Many teachers use the problem-solving approach in teachiiig economics. 
In its simplest form, the problem-solving approach involves these steps: 

(1) Identify and define the problem. What is the problem? Who is 
affected by it? What is it costing us? (Be sure to consider 

real costs , not only money.) 

(2) Gather relevant facts about the problem. What is causing it? 

(3) Consider alternative solutions. 

(4) Analyze each alternative in terms of the benefits and costs. 

(5) Decide on a solution and try to implement it. 

Some of the economic problems that will be mentioned in this section 
can be related to the topics discussed earlier, and thus could be in- 
corporated into other lessons. Some of the problems could become the 
subjects of separate lessons or even of whole units. All of these 
problems call for the use of the analytical principles of economics, 
such as opportunity cost and trade-offs. A few concepts that have not 
been discussed earlier can be taught in relation to these problems. You will 
not have difficulty in finding current problems — any recent newspaper 
(including a local paper) or news magazine will contain items on economic 
issues. Students can be asked to identify problems and to brin* in the 
articles on a continuing basis. The best approach is then to _,how how 
the students are personally affected by the problems. A few ideas fol- 
low. 

U The problem of pollution usually interests students. No one wants to 
drink contaminated water, breathe foul air, confront solid waste, or 
be annoyed by noise pollution. Dramatic news items of oil spill.-;, 
illnesses caused by toxic waste, acid rain, thermal inversions, etc., 
can be used to initiate a lesson or unit. Ask the students to try to 
identify examples of pollution in the area, and to explain how they 
have been affected by it. Then introduce the concept of externality 
(alsc called "spillover") . An externality is a cost or benefit exper- 
ienced by a third party — someone who was not involved in the market 
situation. For example, Mr. Burns buys a noisy lawn mower. Mr. Burns 
and the roller of lawn mowers benefit from this market transaction. 
But Mrs. Clark, a neighbor, is annoyed by the noisy lawn mower, so she 
is bearing part of the real cost although she was not involved in the 
market transaction. This is an external effect or spillover. Some ex- 
ternalities are positive, however. If Ms. Ames plants flowers in her 
yard, and her neighbors enjoy seeing the flowers, the neighbors are 
getting some of the benefits although they did not pay any of the costs. 
Pr3sent the class with a number of situations relating to some form of 
po^lu:ion (air, water, noise, solid waste) and ask them to identify the 
costs and benefits. The list might include such things as a factory 
that provides jobs for people in the area and produces a product that 
many people want, but that may be polluting the air a J water; a person 
smoking in a room full of non-smokers; a boy playing a portable radio 
with the volume turned up; a man spraying his trees with a poisonous 
substance; children leaving trash in a public park or on the beach (or 
in the school playground!); and the like. Some heated debates might 
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develop during the discussions, as people often differ on what is 
positive and what is negative, (For a more detailed discussion of 
teaching about externalities, s«e "Externalit ies" in The Elementary 
Economist , Vol. 3, No. 4; pp. 6-8 for grades 5 and 6.) 

After studying pollution in your area, have a mock hearing in which 
some pupils play the roles of city council members (or other public 
officials), while others represent various groups who either gain or 
lose from a problem situation. (Environmentalists will want to close 
down a paper mill that is polluting a river, but the union will op- 
pose this move because workers will lose jobs.) 




Ask students to interpret the cartoon (taken from the text Introductory 
Economics by Sanford Gordon and George Dawson). What trade-off does it 
imply? What does it snow about the proDlems faced by public policy 
makers when they try to deal with pollution? What would the students 
be willing to give up to have less pollution? 

U Conservation is a topic closely related to the pollution problem, be- 
cause poor conservation has helped to cause pollution. In view of the 
fact that some resources are non-renewable, and thus will become in- 
creasingly scarce , conservation is one way of dealing with the problem 
of resource shortages. The way in which energy conservation helped to 
reduce fuel prices is a dramatic example of its importance. Have the 
students identify the natural resources in your area, including wild 
life. Perhaps r.hey could make posters or bulletin board displays on 
"Our Natural Resources". Ask them to explain how they are personally 
affected by each resource. What goods and services do they use that 
come from these resources? What will happen to the prices of these 
things as the resources become scarcer? Here you irught even introduce 
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the concept of elasticity . In very general terms, a product is el - 
astic in supply if the supply can be increased easily; it is inelastic 
if it is difficult or impossible to increase the supply. If the demand 
rises sharply so that the price goes up, say by 100%, but the quantity 
of the item being offered for sale goes up by less than 100% (say by 
only 10%), then supoly is inelastic . The supply of some natural re- 
sources is perfectly inelastic , meaning that nature provided a fixed 
supply (as in the case of certain minerals) and humans cannot increase 
that supply. These are non-renewable resource^. Some resources are 
renewable , such as limber, grass, and fish. In any event, whenever we 
increase our demand for a resource that is inelastic in supply, we can 
expect the price to rise. 

Nearly every community has problems of resource scarcity , with many 
controversies surrounding the utilization of its resources. These sit- 
uations can be studied in class. For example, on Long Island there 
is a controversy over the issue of preserving farmlands- Soire want the 
land to be used for housing and industrial development; others want it 
to remain in agriculture, even though housing is badly needed and 
farming is less profitable. Students can study the trade-offs in such 
situations, determine who would benefit by each alternative, who would 
bear the costs, and so on. (One Long Island town has been attempting 
to halt industrial development. Although more industry would mean more 
jobs and higher incomes, the town fears that it would put a strain or. 
the water supply, create traffic jams, and pollute the air. The trade- 
offs here are quite obvious.) 

The filmstrips Natural Resources deal with America's resources and with 
disagreements over their future use. The two filmstrips, with two cas- 
settes and a teacher's guide, are available from Social Studies School 
Service, P.O. Box 802, Culver City, Calif. 90232-0802. Price: $82.00. 

<H "Report Warns of Oil Crisis in 1990's. M This headline appeared in 
The New York Times on Feb. 23, 1987. The article suggests that the 
energy crises of the 1970s will return. Thus, the students whoarenow 
in 5th and 6th grade classes may face gasoline lines and soaring fuel 
prices when they finish school. You might introduce the topic by asking 
the pupils to write down all the ways in which they personally use 
energy. Lists can also be made of energy use in the home, the school, 
the community, in businesses, and on farms. Identify the various forms 
and sources of energy. 

Have the students write stories on: "What r^v life would be like if we 
had no electricity and no fuel." (Students on Long Island mip,ht re- 
member the power failures that were caused by Hurricane Gloria in 1985, 
leaving some areas without electricity for several days.) This should 
dramatize the importance of energy in our lives. 

Ask students to interview their parents or grandparents to learn about 
the energy crises of the 1970s. How were they affected? What hapuened 
to the price of gasoline? To home heating fuel? How was the economy as 
a whole affected? (Practically al i prices rose, because energy is re- 
quired to produce anything. Thousands of gasoline stations closed down, 
unemployment increased, and the nation went into a recession . ) What did 
people try to do about the problem? 
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Ask students to write papers on: M How my own demand for energy will 
increase when I am an adult. " (They will be buying gasoline and oil 
for motor vehicles, buying home heating fuel, using energy in any busi- 
ness they might own or work for, etc.) 

Hold a class discussion on the question: "If we need more energy, what 
would you be willing to give up in order to get more energy? What 
would you be willing to sacrifice to conserve energy?" Here you can re- 
mind the class of the real cost principle and trade-offs . Would they 
be willing to walk to school instead of coming in a bus or car? Would 
they wear heavy sweaters instead of having the heat turned up high? 
Would they cut back on their use of electric appliances? After dis- 
cussing the sacrifices on this personal level, move to the national 
or international scene. For the nation as a whole, what would \>e the 
real costs of increasing our energy supplies? For example, we could 
mine more coal, but coal causes pollution and is damaging to the health 
of mine workers. We could import more oil, thus risking more oil spills 
and going into debt to foreign oil producers. 

Make a large poster on the different types of energy sources and the 
advantages and disadvantages of each. Tr sources (coal, solar, 
nuclear, petroleum, etc.) can be listed in a left-hand column, with 
columns for "advantages" and "disadvantages" to the right. For example, 
solar energy is unlimited (as long as the sun keeps shining!) but it 
is expensive to develop the technology to use it efficiently. 

The concept of elasticity is important in studying energy. The demand 
for energy tends to be highly inelastic. Tf the price rises by 100% 
we can't reduce our consumption of energy by 100%. The percentage drop 
in consumption (say 10%) will be much less than the percr itage rise in 
price -- an inelastic demand situation. Supply is also relatively in- 
elastic. A sharp increase in energy prices may bring forth only a 
small increase in the quantity of energy available for sale. All of 
this translates into higher prices for consumers and businesses. To 
convey the idea to children you might ask: "Suppose your fuel company 
doubles the price of a gallon of home heating oil — a 100% increase — 
how far could you cut back on your use of fuel? M (If a pupil answers 
that the thermostat could be set at 65 instead of 70, point out that 
this is only about a 7% reduction.) 

Perhaps the study of energy could be culminated with the development of a 
plan to conserve energy and to prepare for the shortages that are being 
predi wed for the future. 

For additional ideas for teaching about energy, see: 

The Economics of Energy: A Teaching Kit , mailable from the Joint 
Council on Economic Education (2 Park Ave., N.Y., N.Y. .0016) for 
$5.50. This is aimed at secondary levels (grades 7 and up) but 
could be modified for use with 5th and 6th graders. 

Energy Conservation Education: An Action Approach Grades 4-9 . pro- 
duced by the Council on the Environment of New York City and the 
New York State Energy Office, Albany, N.Y. 12223. 

Energy Films and Publications , N.Y. State Energy Research and 
Development Authority, Dept. of Communications, Two Rockefeller 
Plaza, Albany, N.Y. 12223. Phone: (518) 465-6251. 
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A Conceptual Framework for Energy Education, K-12 . Nat ional 
Technical Information Service, U.S. Dept. of Commerce, Spring- 
field, Va. 22161. 

Aunt Energina Program (K-6) . McDonald's Corp., Dir. of Corporate 
Responsibility, One McDonald's Plaza, Oak Brook, 111. 60521. Film- 
strip with teaching guice. 

Ecology and Energy Action Pack (Grades 6-6) . McDonald's Corp., Dir. 
of Corporate Responsibility, One McDonald's Plaza, Oak Brook, 111. 

The Energy Crisis . (Grades 6-6) Teaching unit; map; graphs; and 
chart. AMOCO Educational Services, Public Affairs, MC-3705, P.O. 
Box 5910-A, Chicago, 111. 60680. 

The Energy Dome . (Grades 6-6) Teaching unit. 

The Energy Challenge . (Grades 5-8) Teaching unit. Both from U.S. 
Dept. of Energy, Technical Information Office, P.O. Box 62, Oak 
Ridge, Tenn. 37830. 

Energy/Ecology/Economics . (Grades 1-8) Teaching unit. Sears Roebuck 
& Co., Consumer Info. Services, D-703, Sears Tower, Chicago, 111. 
60686. 

Energy Education Curriculum Project (k-12). Indiana Dept. of Public 
Instruction, 220 State House, Indianapolis, Ind . 65206. 

Energy Tradeoffs in the Marketplace by Kenneth Leonard, et. al., 
Washington Council on Economic Education and Washington State Dept. 
of Public Instruction- 7510 Armstrong St., S.W., Tumwater, Washing- 
ton 98506. (Not aimed at elementary students, but ideas can be 
p^apted for upper elementary level.) [New York teachers: Contact 
your DEEP Coordinator, local Center for Economic Education, or 
State Council on Economic Education to obtain a copy.] 

New York Energy Project Teacher's Guide . Energy Education Project, 
N.Y. State Education Dept., 316D, Albany, N.Y. 12236. 

Wide World of Energy Multimedia Kit . Filmstrip, 18 study prints, 
energy game, 10 different energy activity cards, 30 comic books 
("Mickey Mouse and Goofy Explore Energy") , teacher's guide. Walt 
Disney Educational Media Co., 500 So. Buena Vista St., Burbank, Cal- 
ifornia 91521. Price: $119 per kit. 



* Labo r and employment are topics that should interest all children. 
Begin with a discussion of the occupations that the students hope to 
pur ue, giving each child a chance to tell what he or she wants to do 
as an adult. Have each pupil develop a "Career Book" that would con- 
tain the following sections: 

- What occupation do I want to pursue? Why doe > this appeal to me? 

- What Joes a person in this field do? (If possible, interview 
people who are in this field, and include Irawin^s or pictures to 
illustrate the occupation.) 

- How will this occupation contribute to our economy? Wh t goods 
and/or services will 1 be providing? 

- What sort of education and training will be nredod? How can I go 
about getting the education and training? What will it cost? 
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- About how much can I expect to earn in this occupation? 

- What benefits, other than money, can I get from this occupation? 

- Do people in this field belong to trade unions, professional 
societies, or business organizations? (If so, the student should 
try to obtain information from the relevant organization.) 

Ask the student to pretend that they are looking for a job in their 
chosen occupation right now. Show them how to use the want ads in 
newspapers to locate job opportunities. They might also learn about 
getting jobs through employment agencies, unions, or other organizations. 
Try to get samples of job application forms and give them practice in 
filling them out. Also have them write letters of application. Have 
simulated job interviews in which the pupils act as people applying 
for jobs. You might serve as the interviewer, but the other students 
should be asked to comment on the positive and negative aspects of the 
"applicant's" performance. Perhaps a business person can visit the 
class and discuss the things that an employer looks for in an applicant. 

Devote some time t* a study of unions and the role thpy play in our 
economy. Students can interview parents who belong to unions, asking 
them why they are members, what the union does for them, etc. They 
might r^ad some books on labor, such as The Mill Girls by Bernice 
Selden (New York: Atheneum, 1983). This deals with working conditions 
and labor relations in the late 19th century. They might read a short 
history of laoor, such as One Hundred Years of American Labor (AFL-CIO, 
815 Sixteenth St., N.W., Washington, D.C. 20006). The two filmstrips 
The Rise of the American Labor Movement , with 2 cassettes, spirit master, 
and teacher's guide, are available from Social Studies School Service, 
Box 802, Culver City, Calif. 90232-0802. Price is $60. To learn how 
wages are set and how the laws of supply and demand apply to labor, use 
the two filmstrips Labor . This also covers the history of unions. The 
price of the filmstrips (with 2 cassettes and a guide) is $79.95; the 
same material on two Apple diskettes, with guide, costs $109.95. 

Simple simulations can help children learn about collective bargaining . 
The game On Strike (grades 4-6 reading level) is available from Social 
Studies School Service for $17.95. You could also develop your own 
simulations, with some children playing the roles of union workers, some 
acting as management, and some as consumers who are affected by the dis- 
pute. Each partycould present its views. If no agreement is reached, 
some students might act as mediators or arbitrators. 

Note : Many books on workers and occupations are listed in Learning Eco- 
nomics through Children's Stories , 5th ed., by Robert Hendricks et. al . 
(New York: Joint Council on Economic Education, 1986). 

Although unemployment and poverty are unpleasant subjects, they are cur- 
rent problems that all Americans should be aware of. Furthermore* they 
are serious problems • some of the other countries that the students 
will be studying. There are books on these subjects, even at the primary 
grade levels The following could be read by r )th or 6th grade pupils 
who are slow readers: 

My Daddy Don't Go To Work by Madeena Spray Nolan (Minneapolis: 
Carolrhoda Books, Inc., 1978), is a story about a family trying to 
cope with problems after the father is unable to find a job. 
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My Mother Lost Her Job Today by Judy Delton (Niles, 111.; Albert 
Whitman & Co., 1981) shows how a child is affected when her mother 
loses her job. 

Children who are good readers might read Poverty in America by Milton 
Meltzer (New York: William Morrcw, 1986). This 122-page book is aimed 
at 7th graders, but some 6th graders should be able to understand its 
discussions of poor children, rinorities living in poverty, and govern- 
ment programs for the poor. 

Examine the situation regarding the poor and the unemployed in your 
own area. Even in relatively affluent areas with very low rates of 
unemployment (such as Long Island), there are problems relating to un- 
employment and poverty. Discuss the reasons why we should all be con- 
cerned about the problems, even if we ourselves are living comfortably. 
In addition to having compassion for the victims, w* ought to be con- 
cerned because these problems affect our economy as a whole. People who 
are unemployed are not producing anything, and thu? our GNP is lower 
than it could be (the "pie" that we all share is smaller than it should 
be). Poverty often leads to crime, ill health, and other problems that 
pose a threat to society as a whole. Your class might discuss possible 
solutions to the problems, the role that government ought to play, and 
what we as individuals can do. For a challenging assignment, the pupils 
might write papers on the question: "What can I do to be sure that I 
will not be unemployed." (Planning for the future, getting a good ed- 
ucation, carefully saving and investing, etc., are some possible answers.) 

The economics of discrimination is a controverr ial subject, but one that 
many teachers are including in their lessons. To give students an idea 
of what it is like to be a victim, some teachers will arbitrarily se- 
lect certain physical characteristics and favor students who have those 
characteristics (blue eyes, for example). Thus, some children will be 
given high marks on a test because they have blue eyes, while brown-eyed 
children will get the l^w marks. It will take only a few seconds to get 
a heated discussion going, and you can then point out that your action 
reflects some of the kinds of discrimination taking place in society. 
Women are denied jobs that they are perfectly capable of holding, simply 
because they are women. Blacks, Hispanics, Asians, the elderly, and the 
handicapped also suffer. Newspapers often contain articles on the wage 
differentials and unemployment and poverty rates for minority groups. 
Again, it should be noted that the whole economy is harmed by discrim- 
ination. When we prevent people from producing as much as they could 
be producing, our GNP is smaller than it could be, and we have a smal- 
ler "pie" to . lare. (Economists have estimated that billions of dollars 
worth of output are lost each year because of discrimination.) 

For a dramatic presentation on discrimination elsewhere, show t^e 
filmstrip South Africa: Economics and Politics of Apartheid (Random 
House, 1985). With cassette and teaching guice, this costs about $28 00. 
(Can be obtained from Social Studies School Service, Box 802, Culver 
City. Calif. 90232-0802.) 

1) Directly or indirectly, everyone is affected by crime. A study of the 
economics of crime will interest most students. You might start by ask- 
ing if anyone in the class has been robbed or ; " any family member or 
friend has been a victim of crime. If so, discuss the various costs 
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involved. What was the loss to the victim? What were some of the 
costs to society? (The cost of sending police to investigate and to 
search for the crimiial, for example.) Give an assignment in which 
the students are asked to discuss with their parents the costs to the 
family of trying to protect themselves from criminals the cost of 
having locks on all doors and windows, burglar alarms in homes and in 
cars, burglary insurance, the amount of one's tax bill that goes for 
police, running the courts, maintaining the prisons, etc. Add up all 
these estimated costs submitted by each pupil and get a total for the 
class as a whole. Even if the children have overlooked many of the 
actual costs, the total is apt to be impressive. Discuss how our 
society has to use some of its scarce resources to deal with crime. 
Which of the factors of production are used? Police officers, prison 
guards, court officers, and other members of our labor force are used 
:o fight crime. Land and expensive capital goods such as court houses, 
jails, patrol cars, and communications equipment are used to fight 
crime — all at a cost to scciety as a whole. (All of these resources 
could be used for othei things, such as hospitals, schools, recreation 
facilities, and housing.) Give the class some of the figures on the 
cost of crime. For example: 

- Organized crime costs our society over $18 billion a year 
(1986 data). 

- Shoplifting costs over $24 billion a year. Thus, even relatively 
"petty" crimes can add up to a great loss to society. 

If we add these two types of crime and divide by the population, we 
find that the per capita (per person) cost is well over $300 per year. 
Note that many other types of crime are not included. Ask the pupils: 
"What would you be able to buy with the $300 a year that crime is 
costing you ?" Invite a police officer or other law enforcement special- 
ist to speak to the class on the cost of crime, and on what wp can do 
to protect ourselves from criminals. (For your own information ^ :° 
the book The Economics of Crin e by Daryl A. Hellman. New York: St. 
Martin's Press, 1980. This snows how to apply economic principles in 
studying crime, but it would not be suitable for the students.) 

Because we all use food and other goods produced by farms, a study 
of the farm problem could be interesting. You might begin by asking 
the students to identify all the farm products that they have used 
that day — orange juice, cereal, eggs, butter, garments made of cot- 
ton or wool, etc. Try to get a master list of all the ways in which 
we rely upon farmers. Ask children who have visited farms to describe 
what they saw, and to categorize each item ab one of the factors of pro - 
duct ion — farm workers as labor; land and other natural resources; 
capital items, such as tractors, milking machines, barns; and the farm 
owner as manager or entrepreneur. Discuss the role that agriculture 
plays in your own state or region. (On Long Island, for example, note 
the growing importance of horse farms and wine grapes as well as vege- 
tables.) Obtain a copy of the teaching kit The Big Brown Bag: Economics 
of the American Food System by Judith Staley Brenneke (Washington, D.C.: 
Food Marketing Foundation, 1981). This 64-page kit of materials was de- 
signed for use in ine upper elementary grades. (The Foundation's address 
is: 1750 K St., N.W., Washington, D.C. 20006 J The pupils might also 
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get books on farming from the library. For example, Farming by Dennis 
B. Fradin (Chicago: Children's Press, 1983), which is suitable for 
grades 3-5. The role that agriculture plays in our foreign trade can 
be noted, and our farms can be compared with those of other countries 
being studied. 

To introduce the farm problem, you might use The American Farmer : Hard 
Times , Hard Choices , a filmstrip with cassette and teacher's guide pro- 
duced in 1987 by Random House Media. (Available from Social Studies 
School Service, Box 802, Culver City, Calif. 90232-0802. Price $28.00) 
In discussing the question of government aid for farmers, the class 
should understand the special problems and situations that farmers often 
face. For example, the weather may have no effect on a manufacturer, but 
it can "make or break" a farmer. Many manufacturers can quickly shift 
from one product to another in reaction to changing prices and other 
market conditions; but farmers who have planted a crop cannot suddenly 
decide to grow something else. Farmers are competing with thourands of 
other producers of the same item, whereas many manufacturers have only 
a few competitors. The demand for many farm products is highly inelastic . 
Thus, if farmers increase their output by 100%, sales mav rise by only a 
very small percentage (say 5%); thus the price the farmer receives will 
plunge. 

After getting relevant facts about the farm problem, sst up a simulation 
in which some students play the role of a Congressional committee hold- 
ing hearings on whether or not to increase (or continue) aid to farmers. 
Another group can represent the farmers presenting their views to the 
"committee;" while a third can be maae up of consumers and taxpayers r ^io 
fear that aid to farmers will raise the costs of agricultural goods and 
will increase their taxes. After the "committee" has decided what it 
intends to do, have the "committee" report to the whole class. Then 
ask each pupil to consider how he or she might be affected by the actions 
that the "Congress" plans + o take. The trade-offs should be clear, as 
an action that benefits one group is apt to hurt another. 

Conclusion 

To bring your studies of economics to a conclusion, consider a project in 
which your class shares its learnings with others. You might plan an 
assembly program based upon a project or topic that your class found to 
be very interesting. For example, they might write a play based upon 
the problem of crime, showing how a knowledge of economics can help us 
understand the problem, measure its costs, and plan programs to deal with 
it. In studyin e other countries, your pupils might write skits about the 
culture aiivl economies of those countries. You might keep a large detailed 
scrap book that records your lessons, activities, and projects. This could 
become a valuable resource for other teachers who want to include some 
economics in their lessons. Finally, consider submitting an entry in one 
of the annual award > programs. You could win a sum of monoy, and yo<i v-ill 
be sharing your creative ideas with teachers all over the country. 
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BIBLIOGRAPHY OF SOURCES FOR THE TEACHING OF ECONOMICS 
IN THE INTERMEDIATE GRADES 

Materials available from the Joint Council on Economic Education, 2 Park Ave,, 
New York, N.Y. 10016. 

Teaching Strategies: Intermediate Level (Grades 6-6) by Marilyn Kourilsky 
et. al. 1978. 136pp. Price: $8.50. 

Using Economics in Social Studies Methods Courses by Dennis J. Weidenaar. 
1982. 136pp. Price: $8.50. (Designed for college courses in social 
studies methods, but contains many ideas that intermediate level teachers 
could use.) 

Economics in the School Curriculum, K-12 by Mark C. Schug, editor. 1985. 
Price: $9.95. (Concepts that can be taught at each grade level.) 

Economic Education Experiences of Enterprising Teachers . Annually. Ap- 
prox. 100 pages. Price: $2.50 per copy. (Chapter 2 contains award-win- 
ning projects at the 6th, 5th, and 6th grade levels.) 

Children in the Marketplace: Lesson Plans in Economics for Grades 5-6 . 
Forthcoming . 

Learning Economics Through Children's Stories . 5th ed. by Robert Hendricks 
et. al. 1986. 128pp. 

The Elementary Economist. Three issues a year. Subscription: $15.00. 
(One section devoted to practical ideas for grades 5 and 6.) 

Audiovisual Materials for Teaching Economics . 3rd ed. By Charlotte T. 
Harter, et. al. 1980. 176pp. Price: $6.50. 

A Guide to Games and Simulations for Teaching Economics . 3rd ed. By Cathy 
R. Wilson and Mark C. Schug. 1979. 93pp. Price: $3.00. 

An Annotated Catalog of Microcomputer Software in Economics by William B. 
Walstad et. al. 1986. 160pp. Price: $7.00. 

Choices (Grades 5-8) . 1986. Microcomputer software for teaching about 
scarcity and opportunity costs. Price: $20.00. 

Integrating Consumer and Economic Education into the School Curriculum . 
By Judith Staley Brenneke. 1981. 62pp. Price: $1.50. 

Basic Economics Test (Grades 6-6) by John Chizmar and Ronald Halinski. 
1981. Two forms of 38 items each, with 60-page examiner's manual. Prices: 
Set of 25 test booklets, $7.00; Examiner's Manual, $3.50. 

Economics and Our Community: A Resource Unit for Grades 6, 5, and 6. B y 
Geor ;e G. Dawson, editor, 1973. 25pf Out of print, but might be avail- 
ab" 1 from your Center or Council on )nomic Education. 

Materials from other sources. 

Economics: Learning and Instruction by Lucille G. Ford (Cincinnati: 

South-Western Publ. Co., 1982. 200pp.) How to teach economics at. various 
grade levels . 

Economics Exchange: Teaching Economics in Elementary School, by Willard M, 
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Kniep (Dubuque, Iowa: Kendall/Hunt Publ. Co., 1981. 120pp.) 

Bey ond Simulation; The Mini-Society Approach to Economics and Other 
Social Sciences by Marilyn Kourilsky (Los Angeles: Educational Research 
Associates, 1976). How to turn your classroom into a viable economic 
society that mirrors the "real" world of a market economy. 

Mini-Society: Experiencing Real World Economics in tie Elementary School 
Classroom by Marilyn Kourilsky (Reading, Mass.: Addison-Wesley , 1933. 
188 pp.) 

Understanding Economics: Overview for Teachers; Experiences for Students . 
By Marilyn Kourilsky (Reading, Mass.: Addison-Wesley, 1983. 76pp.) 

Intr o ducing Economics , rev. < , by Joan Mullison, editor. (Boston: 
FsdeiJl Reserve Bank of Bost« "81. 52pp.) Ideas for teaching economics 
at various grade levels. 

Projects by Concept: Economic Education Awards by George Palmer and J. A. 
Meihsner, editors. (Normal, 111.: National Depository for Economic Ed- 
ucation Awards, Illinois State University, 1982. 156pp. )See pp. 1-74 for 
elementary ^rade award-winning projects. 

Decisionomics: A Program for Elementary Economic Education by Dick J. 
Puglisi, et. al. (Tamp~: University of South Florida Center for Economic 
Education, 1982.) Activities for gi des K-6. 

Creative Activities in E co nomics for Middle School Students by Elmer Wil- 
liams, editor (Athens: Ur versity of Georgia, 1979). 

Resources for Teaching Economics in the Middle School by Elmer Williams 
and Nancy Boone, editors (Athens: University of Georgia Center for Eco- 
nomic Education, 1980). 

Elementary Economics: A Bibliography ( Chicago: Federal Reserve Bank of 
Chicago, l r ^O. 

Ideas and Activities for Integrating Econom Concepts i nto Llementary 
Classes . 1983. 39pp. Price: $2.00. American Enterprise Cent.r, Media 
Center, Box 1849, Jackson, MS 39205. (Grades 4-6.) 

Instructional Materials for Economic Education . 1981. 117pp. Price: $3.25. 
Iowa Council on Economic Education, Univ. of Iowa, Phillips Hall, Iowa 
City, IA 52242. (Grades 4-6) 

Property, Taxes, end Government Services—Grades 5-6 . Curriculum guide. 
1983. 55pp. Center for Economic Education, University of Florida, 186 
Norman Hall, Gainesville, FL 32611. (Also see their lesson plan kits 
Money— Grades 4-5 , 1981, 49pp.; Scar r it/— Grades 4-5 , 1981, 43 pp.; and 
Consumer Economics: Decision-Making — Grade 5 , 1981, 51 pp.) 

Taxation and Government Services: A Social Studies Unit for Fift h Grade 
Students . 1982. 81pp. University of Akron, Center fc Economic Education, 
College of Education, Zook Hall, Icom 435, Akron, OH 44325. 

You're the Boss: A Social Studies Unit for Sixth Grauo Students . 1<>78. 

^op. University of Akron Center for Economic Education, Collece of 
Luucation, Zook Hall, Room 435, Akron, OH 44325. 
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